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If you are a Teller or Cashier 
you are as smart as these men 


E introduce you to three men whose portraits have 

been chosen at random from about four hundred others 
—all members of our sales organization. Like many of them these 
men were formerly bank cashiers and tellers. Becoming familiar 
with the F & E Lightning Check Writer in the course of their bank- 
ing work they became interested. They investigated, knowing its 
usefulness. They decided to learn how to sell it, and 


they passed quickly into 
the $5,000-a-year class 


There is really no limit $60 upward, and yield 
to their earning power. a a profit that merits your 
Besides, their banking investigation. If you feel 


experience makes them, you have reached your 
like it can make you limit where you are; or 


li. if you think you have the 
ea a makings of a Salesman 
cessity and use of the F 


plied common sense) we 
& E Lightning Check would like to hear from 


Writer wi the business soe - you. An expansion plan 
man. 387% of all ma- we have in mind at pres- 
chine-written checks to- ent will make room for 
day are F & E-written. a limited number of good 
Our machines retail from men. 


The F & E Lightning Check Writer (Premier Mode!) 
and typical Individual imprint 


THE HEDMAN MANUFACTURING COMPANY 


Makers of the F & E Lightning Check Writer 
CHICAGO 
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Bank Stocks at Record Heights 


By D. RICHARD YOUNG 


They Appeal to the Conservative Investor Rather Than the 


Trader Who Wants to Make a Quick Turn. 


Outstanding 


Characteristics of a Five Year Advance. Bank Stocks in Leading 


Cities. 


URING the bull market in indus- 

trial and railroad stocks that has 

been going on for six years it is 

strange that so little attention has 
been given to stocks of banks and trust 
companies. 

As a medium for safe investment, bank 
shares are excelled by none other, and if 
the banking business be ranked with the 
“industries” it is one of the country’s most 
important, measured by capital invested. 
The public appears only recently to have 
become aware that bank stocks have had 
a large advance, along with other stocks, 
and their status is now being discussed more 
widely than ever before. Hence the ques- 
tion, “Why are bank stocks at record 
heights?” comes to bankers, brokers, and 
to the editors of the AMERICAN BANKERS 
ASSOCIATION JOURNAL. 

Before considering some of the causes 
behind the present high price of shares in 
financial institutions (and we are not in- 
ferring that these prices are unduly high, 
since many deserve to sell still higher and 
undoubtedly will), let us enumerate the rea- 
sons why this class of shares has not re- 
ceived the same public following as certain 
other lines are interesting. 


Are Sound Investments 


IRST is the fact that banks are closely 

held corporations, relatively. 

A new bank being organized seldom offers 
its stock to the general public, but more 
often to the group of merchants and manu- 
facturers, and their associates and friends, 
who are establishing the institution and 
whose connections, influence, and guidance 
are relied upon for its success. 

The stock promotion method is not adapt- 


Improvement in Operating Ratios. 


ed to bank organizations. The National 
Bank Act, and most state laws, require that 
stock be sold at not less than par. They 
are usually priced somewhat above par in 
order to provide a surplus out of which or- 
ganization expenses, etc., may be written 
off immediately and operating costs charged 
until the business is on a profitable basis. 
To pay large commissions for stock selling 
would be an unwise way to start, and it is 
seldom done. 

Buyers of bank stocks as a rule expect 
to hold the shares permanently as a sound 
investment. Dividends in due course are 
looked for, and a reasonable or even quite 
good return over a long period, but as for 
large profits in a short time—these are out 
of the question. The appeal, therefore, is 
to the conservative investor rather than the 
trader, who expects to make a quick turn. 


Listed on Exchanges but Traded 
in Outside 
reason why bank stock quo- 
tations are not kept before the public 
eye is that they are seldom listed on the 
exchanges. It might be more correct to say 
that they are not traded in on the exchanges, 
for, as a matter of fact, there are stocks 
of a number of New York banks that have 
been listed on the New York Stock Ex- 
change for more than a quarter century, but 
are practically never dealt in on the big 
board. The practical market is the unlisted 
or over-the-counter. 

This situation comes as a surprise to most 
people, and is somewhat curious. There are 
two sides to it: the banks feel that it is not 
helpful or desirable that the fluctuations in 
their stocks should be subjected to the pub- 
licity attached to industrial stocks, which 
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The Outlook. 


are commented upon daily in the financial 
press. 


Quiet Trading Necessary 


ECAUSE of the important position of 
banks in the business world, their 
fiduciary relations with all different lines of 
trade and commerce, and the delicate nature 
of credit, it is doubtless preferable that such 
trading as may go on in their securities be 
done quietly and away from the activity of 
the market place. Any sharp decline in bank 
shares, even though the result of a general 
market movement or a bear drive by a group 
of professional operators, immediately starts 
gossip as to whether this may not reflect 
some unfavorable turn in the bank’s affairs. 
This ever-present danger recalls Professor 
Taussig’s expression in his classic, “Prin- 
ciples of Economics”: 

“The vast but frail mechanism of deposit bank- 
ing maintains itself in unceasing round; loans are 
made, deposits created, checks drawn, deposits 
maintained, loans again made, and so on. It con- 
sists of a mere mass of debts, contratted without 
any formality, and evidenced only by a few figures 
on bank ledgers and pass books. It is a sort of 
phantom circulating medium, ever appearing and 
disappearing, never substantial, always in danger 
of melting away from a breath of suspicion, yet 
so serviceable as to be renewed after every col- 
lapse and to be maintained notwithstanding every 
danger.” 

On the other hand, the action of banks 
in making a market for their own stock 
usually results in a considerable trading 
profit, for they secure not only the spread 
between the bid and asked price, but also 
eliminate any brokerage commission. In the 
case of a bank having a security company 
affiliated with it, the latter may dominate 
the market, so that it is impossible for 
brokers to make a true market on the ex- 
change and any unlisted brokers must trail 


along carefully. 


— i 
‘ 
AMERICAN BANKERS 

| 

| 


AMERICAN BANKERS ASSOCIATION JOURNAL 


July, 1927 


A person desiring to sell his stock has 
no alternative but to accept the bid price, 
while to buy he must pay the offered price, 
likely to be several points higher. An in- 
dustrial stock of a corporation of equal size, 
traded in on the exchange, usually has only 
a fractional spread between bid and asked, 
plus the small brokerage commission. 

Nevertheless, there seems no good reason 
for severely criticizing this practice, since 
banks are not run for the benefit or con- 
venience of persons trading in their stock, 
but rather for the permanent holders; fur- 
thermore, the arguments in favor of not 
having American bank stocks featured on 
the exchanges, as contrasted with most Euro- 
pean countries, have much in their favor. 


The Five Year Advance in 
Bank Stocks 


industrial stocks 

following the post-war boom deflation 
occurred in August, 1921, and bank stocks 
turned upward a few weeks later. 

Of the few indexes of bank stock prices 
that have been published, one of the most 
reliable is that prepared by the Standard 
Statistics Co. It was presented only last 
year, with the figures carried back to 1917. 
Eighteen leading New York bank stocks are 
used, and the prices, based on the first of 
the month bid, are weighed in proportion to 
the number of shares outstanding Oct. 1, 
1925. 

In addition to the composite of eighteen 
stocks, separate indexes are given for nine 
trust companies, six commercial national and 
state banks, and three national banks own- 
ing security companies. From this data 
we have prepared the accompanying chart, 
using a logarithmic scale so as to show not 
only the dollars per share quotations, but the 
relative gains of the four lines. 

It will be observed that the decline even 
during the deflation period was not nearly 
so severe as most industrial shares. From 
the high point at the end of 1919 touching 
about 470, to the low point of 330 in 1921, 
the decline was 140 points, or, roughly, 30 
per cent. 

This greater stability of bank shares is 
naturally one of their principal attractions, 
but strange as it may seem, sometimes causes 
investors to neglect them for stocks having 
greater speculative possibilities. For the 
out-and-out speculator who wants “action,” 
bank stocks are not recommended (unless 
possibly. those selling at $1,000 per share 
and upward, which frequently go up 100 
points in a day). This very stability of 
bank stocks may thus tend both to broaden 
and narrow their market, depending on the 
viewpoint. 

During the period from January, 1922, to 
June, 1927, the combined index of eighteen 
stocks increased 128 per cent. However, 
the trust companies which were selling at 
an average of $304, the lowest of the three 
groups, increased to 761, a gain of 457 
points, or 150 per cent. The nationals with 
affiliated security companies, selling at the 
highest average, of 399, gained 513 points 
to 912, but the percentage increase was ex- 
actly the average of 128 per cent. The state 
and national commercial banks’ average in- 
creased from 321 to 631, a gain of 310 
points, or 96 per cent, relatively the small- 
est gain, yet representing nearly 10 per cent 


HE turning point in 


appreciation annually without including cash 
dividends and “rights” received. 

Following are the averages on the dates 
mentioned : 


Per cent 

change 
+ 96 
+150 


+128 


January June 


1922 


6 Commercial banks ... 321.4 
9 Trust companies .... 304.7 
3 Nationals with 

curity cos. 


+128 
Bank Stocks in Leading Cities 


N order to study the advance that has 

taken place in shares of banks in lead- 
ing cities throughout the United States, a 
table has been compiled of all institutions 
with deposits of over $75,000,000, as shown 
by the latest published statements, which are 
March in most cases. 

This table includes 70 banks, of 
are located in New York City, 7 
cago, 6 in San Francisco, 5 in Los Angeles, 
4 in Boston, 3 each in Cleveland, Detroit 
and Philadelphia, 2 in Buffalo, Minneapolis, 
Pittsburgh, Providence and St. Louis, and 
1 in Cincinnati, Kansas City, Milwaukee and 
Newark. 

The latest available bid price in June is 
given, together with the corresponding quo- 
tations as of January, 1922. The gain or 
loss over the five-year period is expressed 
in percentages. 

In a number of cases the -present institu- 
tions are the result of mergers during the 
meantime, and the 1922 quotations selected 
are those of the larger bank before the 
merger. This treatment does not give a 
figure that is strictly comparable, because 
the basis for stock exchange, etc., is not 
considered. Nevertheless it is believed pref- 
erable to adhere to this simple plan rather 
than attempt to adjust for all the details 
involved in any merger, many of which are 
a long story in themselves. A few banks 
are so closely held that no reliable quota- 
tions are available, but they are included 
because of their size. 


18 Stocks combined.... 345. 


which 25 
in Chi- 


Five Year Advance in Bank Stocks 
Banks having over $75,000,000 deposits 


change 


New York 


Amer. Ex. Irving Tr.. 
Bank of America 
Bank of Manhattan Co. 
Bank of N. 5 & Trust.. 
Bank 

Bankers Trust 

Central Union Trust... 25 
Chase National 
Chat. & Ph. 
Chemical National 3, 
Corn Exchange ....... 215,266 
Empire Trust 76,476 
Equitable Trust 384,020 
Farmers Loan & Trust. 150,898 
First National 208,849 
Guaranty Trust 554,541 
Hanover National 128,771 
Manufacturers Trust .. 204,987 
N.B. of Commerce..... 354,116 
National City 983,239 
National Park -127,567 
New York Trust.. . 201,613 
Public National . 115,710 
Seaboard National 128,616 
State Bank 102,033 


$484, 


OC 


Chicago 
Central Trust 
Con. & Com. 
Con. & Com. 4 
First National 
First T. & S 
Illinois Mer. Trust.... 
N.B. of the Republic 


105,319 
399,799 
87.714 


376,171 
86,045 


San Francisco 


American Trust 
Anglo Lon. Par. 
Bank of California 
Bank of Italy 

San Francisco Bank. 
Wells Fargo Bk. & ie 


5 351 
N.B.. 97,770 
82,621 


+ 43 
210 + 4) 
+ 26 
569,558 1 171 — 14 
107,357 3,70010, 0004 -170 
- 112,719 165 255 +. 55 


Los Angeles 


California Bank 
First National 


90,508 198 445 4 
89,069 450 500 + 
Merchants Nat. 5. 122,685 180 396 +12 
Pacific S.W. T. bee ase ene 
Security T. & S....... 232,176 2 462 


Boston 


Atlantic National 
First National 

National Shawmut 
Old Colony Trust 


Cleveland 
Cleveland Trust 
Guardian Trust 
Union Trust 


112,978 


ety 


124,384 
278,479 
Detroit 
First National 
Peoples State 
Wayne Co. Home Sv... 
Philadelphia 
Fidelity Phila. Trust... 
Franklin 4th St. Nat... 
Phila. Girard Natl. 
Buffalo 


Mfrs. & Trad.-Peoples. 
Marine Trust 


97,720 .. 
137,537 316 
109,278 347 


81,700 439 
121,415 176 
180,376 300 


120,893 
192,461 


Minneapolis 
First National 


Northwestern Nat. 78,675 


Pittsburgh 


Mellon National 
Union Trust 


159,632 
199,094 


Providence 
Industrial Trust 


Rhode Isl. Hos. Tr.... 


146,495 210 
103,271 3,000 5, 


St. Louis 


First National 
N.B. of Commerce 


Cincinnati 
Fifth Third Un. Tr.... 


Kansas City 
Commerce Trust 


Milwaukee 
First National 93,492 185 + 20 


Newark 


Fidelity Union Tr 89,576 240 810 +237 


Dividends Not Included 


T will be observed that with few excep- 

tions the stocks have all enjoyed substan- 
tial increases. This, however, does not 
measure anything near the actual return to 
the investor, for the reason that it does not 
take into account the large cash dividends 
paid regularly and as extras, nor the bene- 
fit from “rights” to subscribe to additional 
stock at prices much below market. 

Messrs. Noble and Corwin, bank stock 
brokers of New York, published a few days 
ago a tabulation showing the profit accruing 
in the ten and a half year period from 
Jan. 1, 1917, to June 1, 1927, from a theo- 
retical purchase of 100 shares each of the 
stocks in ten large New York banks and 
trust companies. The original cost, plus 
additional amounts paid for capital increases, 
totaled $908,794. Based on quotations June 
1, these holdings would have a market value 
of $2,238,133, representing a profit of $1,- 
329,339, which equals 146 per cent for the 
period, or 14 per cent annually! And this 
takes no account of the substantial and in- 
creasing cash dividend returns received. 

As a matter of interest, the tabulation 
also shows the result if the theoretical pur- 
chase, instead of bank stocks, had been in 


1927 
631.3 
761.4 4 
1 
912.5 | 0 
: 1 
..++- 275,333 302 430 42 
235 275 + 17 
235 335 + 43 
230 301 + 31 
230 318 + 38 
175 240 + 37 
410 
625 98 
612 76 : 
750 + 71 
585 33 
684 +128 
cee 276 eve 
| 86,930 265 245 — 8 
240 — 2 
000 + 67 
| 135,172 187 275 + 47 ve 
75,114 134 151 + 13 
os se & 
Se en O46 
$194 $367 + 
178 340 + 
232 288 + ay 
455 645 + } 
165 465 +1 
323 825 +1 
365 1,100 +2 
283 485 + 71 a 
216 446 +106 a 
520 935 + 80 Fe: 
355 568 + 60 
290 439 + 51 
270 354 + 31 By 
420 630 + 50 
930 3,150 +239 
208 486 +134 : 
825 1,290 + 56 ; 
215 805 +275 
248 477 + 92 
320 553 + 73 2 
403 544 + 35 
312 662 +111 
235 590 +151 
270 850 +215 
245 580 +137 
184 330 + 79 
272 538 + 98 
257,619 395 733 + 86 
eee 
355 780 +120 
158 352 +123 
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An index of New York bank stock prices over the last ten years. 


high grade bonds, of which 100 bonds eacn 
in nine leading railroad and industrial com- 
panies could have been bought for around 
$906,000. Based on June 1 quotations, the 
bond holdings would now be worth $929,250, 
representing a profit of only $23,250, or 2.5 
per cent, during the decade. 

We are in receipt of a letter, under date 
of June 22, from Messrs. Nelson S. Gustin 
Co., specialists in Detroit bank stocks, in 
which they state that over a period of ten 
years Detroit bank stocks have shown aver- 
age yearly increase of $17 a share in mar- 
ket value and an average yearly income of 
11 per cent, while certain individual stocks 
have done considerably better than this 
average. 

Clinton Gilbert, bank stock broker of New 
York, in his last annual review, states that 
the past year was the most prosperous year 
in history for banks. Two outstanding fea- 
tures are pointed to: the large number of 
mergers effected to meet the demands for 
increasing business, and the large number 
of new banks chartered, whose stocks were 
over-subscribed and are now selling at sub- 
stantial premiums. 


Unequal Distribution of Bank 
Capital 


HE numerous increases in banking capi- 

tal and the organization of new banks 
during recent years have not been distrib- 
uted among the various cities and states 
in exact proportion to population or wealth, 
and a great diversity exists as regards num- 
ber and size of banks in different sections 
of the country. 

For the United States as a whole (and 
including Hawaii, Philippine Islands, Porto 
Rico, and Alaska) the aggregate banking 
capital and surplus, based on statements of 


condition June 30, 1926, which are the latest 
available, was $7,808,442,000, and the aggre- 
gate individual deposits $48,882,296,000. This 
group is made up of 28,146 banks, of which 
58 per cent were state institutions. The 
classification follows: 


*Individual 
posits 


*Capital 
Number and surplus 


7,978 $3,089,358 
16,493 2,044,092 
Companies. 1,656 1,667,164 
Savings (Mutual) 620 831,849 
Savings (Stock).. 904 163,203 
Private 495 


National 
State 
Trust 


Total ....... 28,146 


* 000s omitted 


More than one-half, or 53 per cent, of 
all the banks were distributed among eleven 
states, Illinois heading the list with 1882; 
Pennsylvania, 1658; Iowa, 1536; Mississippi, 
1522, and Texas, 1483. New York State 
reported 1144. 

On the basis of population of 128,191,000, 
including insular possessions, there was one 
bank for each 4454 persons, with average 
capital, surplus, and undivided profits of 
$68.63 per capita and individual deposits 
of $381.32 per capita. 

The states in the northwest and central 
sections of the country, where most bank 
failures occurred in recent years, had on 
the average one bank for each 1200 persons: 
North Dakota showing one for each 1130; 
Nebraska one for each 1439 and Iowa one 
for each 1640. Those states in which the 
fewest suspensions were reported, namely, 
the New England and Middle Atlantic, 
averaged one bank for each 7000 persons. 

In the United States proper, Rhode Island 
made the best showing from the point of 
view of banks per population, there being 
one institution for each 17,500 population. 
District of Columbia followed with one for 


Data from Standard Statistics Co. 


each 11,511 and New York with one for 
each 10,188. The Philippine Islands, with 
a population of 12,629,000, had eleven insti- 
tutions, or one for each 994,090, whereas 
Porto Rico, which has fourteen banks, had 
one for each 96,928. 


The Situation in New York 


ROM the standpoint of capital, New York 

headed the list with $568,816,000 surplus 
and undivided profits of $1,348,690,000, or 
capital funds per capita of $163.65. Penn- 
sylvania ranked second with $334,443,000 
capital and $714,306,000 in surplus and un- 
divided profits, or $112.46 per capita.  IIli- 
nois was a close third with capital funds’ 
of $64.64 per capita, representing capital of 
$266,548,000 and surplus and undivided prof- 
its of $189,83,000. 

New York also was the leader in de- 
posits per capita, showing $1,076.36, followed 
by Massachusetts with $817.56, California 
with $726.41, Rhode Island with $689.15, 
and Connecticut with $654.56. 

A warning that the saturation 
new banks and branches has now been 
reached in New York State was given in 
an address by Frank H. Warder, New York 
State Superintendent of Banking, delivered 
at the Convention in Washington, D. C., on 
June 8. He is quoted as. saying, in part: 


point on 


“In my own state they are going very slow on 
new bank organizations. I would prefer, where it 
is doubtful if a new institution would serve the 
public convenience and advantage and where there 
is a possibility that institutions cannot, through all 
periods, survive the strain that we know all banking 
institutions must endure, to authorize the estab- 
lishment of a branch of a_ strong _ institution. 
Branches, of course, in some parts of our city and 
up-State, have been overdone. High rentals and 
other fixed charges make it’ difficult for a branch 
to pay its way for several years after its opening. 
Branches have led to bitter competition. On this 


(Continued on page 53) 


7 a AMERICAN BANKERS ASSOCIATION JOURNAL 3 
‘ : : 
) 
| 
8,900,928 
7,577,504 
2,021,614 
a 131,763 
$7,808,442 $48,882,296 
)- 
- 
it 
if 
d 
1S 
12 
iS 


AMERICAN BANKERS ASSOCIATION JOURNAL 


BETTER PLACES IN BANKS 
AND IN LIFE 


@|N automatic machine is 
always impressive. We 
marvel at the ingenuity 
of the mind that de- 
vised, the patience of 

the inventor who worked it out. We 
realize that from the operation of the 
machine and the thousands of others 
like it all over the world, even we de- 
rive a personal benefit. 

The inventors of the automatics are 
practical men, who make machines 
only for practical purposes, neverthe- 
less there is not an automatic machine 
in this or any other land that will not 
teach men and women how to make 
progress in the way that they would 
go—if they can but seeand receive 
the lesson. 

From start to finish, 
this principle holds 
true, that when one 
small stage of the man- 
ufacturing has been 
done by the machine, 
the way automatically 
opens to carry the arti- 
cle on for the next op- 
eration! 

The article in process 
cannot stop at any one 
stage for if it does, ei- 
ther it is automatically 
cast out or the machine 
is stopped and the op- 
erator casts it out. If 
the article is ready for 


the next place, then the next place 
automatically opens for it! 

All of life is like that. Men and 
women work with intelligence, with 
purposes, with ambitions and often 
seemingly without these qualities 
being especially apparent, yet when 
the workers are ready for a larger 
place in life the place automatically 
opens for them! 

There seems to be lots of evi- 
dence to the contrary, but perhaps 
this evidence will not stand analysis. 
In proof of the fact that when 
the worker is ready for the larger 
place, then the place automatically 
opens for him, there is a lot of 

, evidence that will stand any 


Grover Cleveland was 
an outstanding exam- 
ple. Always he was so 
concentrated on the 
work in hand that he 
was not concerned with 
what might be before 
him. Every biography 
worth reading seems to 
be an exemplification 
and a portrayal of the 
action of this principle. 
Better than biographies 
is the whole of nature 
in operation day by 
day. From the seed to 
the clouds, the princi- 
ple may be followed. 


Let the man who wants a better place in life fit himself for it and 
the better place will automatically open for him! 


JaMEs E, CLarkK 


July, 1927 
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“This Will Introduce” 


By FRED W. ELLSWORTH 


Vice President, Hibernia Bank & Trust Company of New Orleans 


But the Introduction Is Too Often Unsatisfactory to the 
Banker Expected to Cash a Stranger’s Check, Because There 


Is Nothing to Identify Either the Writer or the 


Who Presents Letter. How To Make Identification Certain. 


66 S this Mr. Smithton?” 
“Guilty, what can I do for you?” 
“Well, my name’s Jonson, and I 
have a letter of introduction to you 
from your friend, Mr. Wilkey, of the 
Steenth National Bank of Elbow Creek.” 
The letter is presented and read, where- 
upon Mr. Smithton extends cordial greetings 
to Mr. Jonson, and ascertains 
from him that Mr. Wilkey is 
well, as are also Mrs. Wilkey 
and all the little Wilkeys. 
Then Mr. Jonson says, “I am 
on a little trip to your city, and 
when I told Mr. Wilkey about it 
he insisted on giving me this 
letter of introduction, and told 
me that if I needed any money 
you would be glad to take care 
of me.” 
“Ahem,” says Mr. Smithton 
under his breath, nonchalantly 
glaring at the letter again, which 
he discovers immediately is not 
a letter of introduction at all, 
because here is the way it reads: 


“This letter will serve to introduce 
to you Mr. Jonson, a good 
friend of ours, who is visiting your 
city on a vacation trip. Any courtesies 
that you can extend to him will be 
very much appreciated by us. Yours 
very truly.” 


Deficient Because— 


you see, in the first place, it 
does not carry a sample sig- 
nature of the man who is being 
introduced. In the second place, 
it does not make any mention of 
the fact that he is going to 
ask to have a check cashed, nor 
does it mention any maximum 
amount. Moreover, no letter of confirma- 
tion was sent by Mr. Wilkey, and there is 
nothing in the letter that positively identi- 
fies Mr. Jonson, and consequently any Tom, 
Dick, or Harry could have “found” the 
letter and used it for the purpose of obtain- 
ing some easy money from an easy mark! 
_ Banker Wilkey, by the incompetent manner 
in which he has prepared a so-called “letter 
of introduction,” has placed his friend, Mr. 
Jonson, in the embarrassing position of either 
turning down a stranger who may or may 
not be O. K., or of wiring Mr. Wilkey for 
a confirmation, or of cashing a check against 
his own best judgment. And after all, why 
in the world should he cash it when the man 
on the other end of the transaction has 
done practically nothing to properly protect 
him in handing over to a stranger good 
money for a mere piece of paper, and for 


absolutely no remuneration? 

Bankers are supposed to have more than 
average intelligence—and most of them have 
—but many of them when they write a letter 
of introduction seem never to stop to think 
about the chap to whom the letter is ad- 
dressed, and of the annoying problem that 
an incomplete identification presents to him. 


A pleasant-spoken stranger with one of those “To whom it 


may concern” letters 


Now, as a direct contrast to the letter 
quoted above, here is one that meets all 
requirements, and one which when pre- 
sented entitles the gentleman who presents 
it to an immediate affirmative response: 


“Mr. N. L. Schuyler, who is a good customer of 
ours, is to be in your city for a short time, and 
we thought that it might be pleasant for him to 
have. a letter of introduction to one of our friends. 

“Mr. Schuyler may want to ask you for some 
money, and we can assure you that you will be 
perfectly safe in cashing his checks up to say, 
$2,000, wifich is probably more than he will ask. 

“For the purpose of identifying Mr. Schuyler, a 
sample of his signature appears on this letter just 
to the left of mine. Yours very truly.” 


The Secret Safeguard 


RECEDING this letter by a few days 
was one which confirmed it, and which 
was accompanied by a carbon copy, bearing 
a duplicate signature of Mr. Schuyler and 


5 


Man 


explaining that Mr. Schuyler would sign 
with the word “Louis” (his middle name) 
underneath his signature as an additional 
precaution, this safeguard having been ar- 
ranged with him verbally so that in case the 
letter of introduction was lost a fraudulent 
holder could not make use of it successfully. 
Now this kind of a letter of introduction 
is an honest-to-goodness one, and 
the banker who receives it can 
act on it without any fear of a 
come-back. And he can take care 
of the visitor very promptly, 
without any embarrassing hesi- 
tations or delays, which are al- 
ways sO annoying to both parties 

to a business transaction. 

Here comes a pleasant-spoken 
stranger who is armed with one 
of those “To Whom It May Con- 
cern” letters. The envelope 
shows signs of considerable han- 
dling, the letter is almost ready 
to fall apart at the folds, and 
the date is several months old. 
The letter goes on to say: 

“To Whom It May Concern: The 
bearer of this letter, Mr. A B C, is 
well and favorably known to us, and 
we recommend him to the considera- 


tion of anyone to whom this letter is 
presented. Yours very truly.” 


Why under the sun any banker 
in his right mind will give a per- 
fectly worthless letter like this 
is beyond comprehension. But 
some of them do it. And some of 
you folks who read the AMERICAN 
BANKERS ASSOCIATION JOURNAL 
are guilty of this very thing. 

Another offender is the banker 
who gives to one of his cus- 
tomers a letter of introduction 
addressed to a bank with whom he does 
no business and where his signature is 
absolutely unknown. His letter may possess 
all of the essential requirements, but never- 
theless it is worthless, for the reason that 
his own signature means nothing to the 
banker who receives it. And nine times out 
of ten he never thinks to send a confirming 
letter, which would help a little—but not 
much—because after all if the bearer of the 
letter asks for the encashment of a large 
check, common sense demands that tele- 
graphic confirmation be obtained—and this 
of course takes time and costs money. Here 
again the bank that performs a service is 
put to a lot of trouble without a nickel of 
remuneration; and yet if the service is not 
given, the stranger as a rule is most in- 
dignant and is almost tempted to start suit 
against the offending institution for failing 
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to perform its “duty” as a bank. And there 
you are! 


He Passes the Buck 


NCE in a while a banker who does not 

like to say “no” will give to one of his 
questionable customers a rather flattering 
letter of introduction, intending at the same 
time to send a hurry-up dis- 
claimer. Maybe he remembers 
to do this, and maybe he does 
not! In either case he “passes 
the buck” to the banker in the 
distant city, for he has handed 
to him the pleasant job of say- 
ing “no” without even the dubi- 
ous compensation of a “service 
charge” checking account. 

The story is told of an IIli- 
nois banker who was asked by 
one of his unprofitable custom- 
ers for a letter of introduction, 
and as the gentleman was rather 
influential in politics, the banker 
gave him a letter reading like 
this: 

“The bearer of this letter, Mr. A, 
a good friend and substantial cus- 
tomer of our bank, is visiting your 
city on a business trip. He may 
need funds while there. and we shall 
appreciate it if you will accommodate 
him. Yours very truly.” 

The very next mail carried 
a letter, as follows: 


“Pay no attention to our letter of 
even date introducing Mr. A, as the scoundrel was 
sitting at my desk while the letter was being dic- 
tated. We never permit him to overdraw, although 
he exhibits a constant tendency to do that: and so 
under no circumstances should you cash his check, 
as it probably would not be good. 

“Please keep this letter strictly 
Yours very truly.” 


confidential. 


Fortunately, instances like the one just 
cited are few and far between, but they oc- 
casionally occur. 


July, 1927 


The 


Now let me close this little screed with 
a copy of a letter which seems to me to be 
an ideal letter of introduction—it reads as 
follows: 


“This letter will serve to introduce to you Mr. 
A, a valued customer of this bank and a personal 
friend of all our officers. Mr. A expects to visit 
your city in the near future, and perhaps remain 
there for several weeks. 

“He is a man of substantial means, and may call 
on you to cash some of his personal checks. While 


scoundrel 
was sitting 
at my desk 


he has named $1,000 as being ade. 
quate for his needs, I am constrained 
to say that his check would be good 
for a much larger amount. 

“I might add that Mr. A is a par. 
ticular friend of our president, who 
together with all the rest of us, will 
genuinely appreciate any courtesies 
that you may extend to Mr. A,” 


The Confirming Letter 
EFORE Mr. A called we 


already had received a con- 
firmatory letter, which read as 
follows: 

“T today gave to Mr. A a letter 
of introduction addressed to you, 
In the letter I mention that $1,000 
would probably be sufficient to meet 
his requirements while in your city. 
If an emergency should arise, how- 
ever, you will be entirely safe in giv 
ing him several thousand dollars. As 
a matter of fact he is worth at least 
a half million dollars. 

“Mr. A’s signature appears on the 
letter of introduction, and I am also 
inclosing a photostatic reproduction 
of his signature card, so that you 
may be sure that you are serving the 
right man. Yours very truly.” 


The letter of introduction is 
a form of service that has a 
universal use, and is a source 
of great convenience to the 
traveling public, particularly 
those who are not possessed of 
a broad acquaintance outside 
their home cities. This gives 
the banker an opportunity to 
materially assist his good cus- 
tomers on many occasions, and the banker 
at the “receiving” end is always pleased to 
participate in this form of service when 
the letters are competently and faultlessly 
written. But when, as is too frequently the 
case, these letters are inadequate and in- 
complete they become a source of positive 
annoyance and embarrassment, which re- 
flects on all three parties. 


Georgia Bankers Working Together 


HAT the earnings of banks are less 

than their capital and management 

deserve was the subject of pertinent 
comment recently by Arthur Reynolds of 
Chicago. Mr. Reynolds said that future 
profits in banking, more than ever before, 
will depend upon a sort of super-efficiency 
difficult to attain. Gains in business, par- 
ticularly banking, will rest upon the econ- 
omy of processes and in clean, broadened 
service. 

This super-efficiency is attainable in the 
great banks of the country by highly spe- 
cialized organizations, but in the country 
the normal earning power of the commu- 
nity bank, let alone super-efficiency, can be 
obtained only by concert of action. The 
day of cut-throat competition must end if 
the epidemic of bank failures is to be con- 
trolled. Business men in Georgia at least 
have declared their preference for safe and 
properly managed banks that enforce proper 
charges for their service rather than an 
excess of under-equipped institutions offer- 
ing a variety of free service that keeps 


By HAYNES MCFADDEN 


Secretary, Georgia Bankers Association 


them poor and sometimes results in fail- 
ure and community disaster. 


HIS belief became the impulse of action 

in Georgia at the spring group meet- 
ings in 1926. It was preached on a state- 
wide scale. Further impetus was imparted 
at last year’s convention. During the sum- 
mer the state was charted by zones, so 
called, eighteen in number, containing an 
average of eight or nine counties to each 
zone. Early in the fall a series of zone 
meetings was inaugurated. The units were 
small enough to permit the most remote 
banker in the zone to reach the meeting 
place in his car after business hours and 
to get back home before midnight. All of 
these meetings were held around the sup- 
per table. They started at six and adjourned 
at nine regardless of other considerations. 


IGHT principal measures were advo- 
cated: (1) The enforcement of a ser- 
vice charge on unprofitable checking ac- 
counts. (2) The enforcement of a 4 per 


cent limit upon the interest paid on time 
and savings deposits. (3) The elimination 
of overdrafts. (4) The requirement of a 
statement of assets and liabilities from all 
borrowers of $500 or more. (5) The inter- 
change of credit information between banks 
in the same zone and between different 
zones through the zone officers. (6) The 
enforcement of a minimum loan fee. (7) 
The enforcement of an exchange charge 
against the customer who receives the ser- 


vice. (8) The enforcement of a charge for 
the issuance of cashiers’ checks to non- 
customers. 


These principles were advocated at each 
of the initial zone meetings by an officer 
of the Georgia Bankers Association with 
the support of influential members in the 
zone who had previously agreed to the plan 
in principle. Then the zone officers were 
elected, and without exception it was voted 
to hold an early meeting to take steps for 
putting these rules in effect through county 
organization. 

(Continued on page 68) 
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An Invasion of Savings Banking 


By W. S. WEBB 


President, Missouri Savings Association Bank, Kansas City, Mo. 


Bankers in Many States Come to Realization That Building 
and Loan Associations Are Doing What Amounts to a Banking 
Business Without Carrying Reserves, Paying as High Taxes or 


Having as Strict Supervision. 


N many states bankers have come to 

the realization that building and loan 

associations are doing what amounts 

to a savings bank business without be- 
ing subject to the requirements and re- 
sponsibilities that are imposed on_ banks. 
With a high rate of interest as a magnet 
to attract savings funds, the building and 
loan associations are advertising in such a 
manner as to lead the public to think that 
there is no difference between money placed 
with a building and loan association and 
dollars deposited in a savings bank. 

It can no longer be said that the com- 
petition of these associations for the sav- 
ings of the people is confined to a few states. 
In more than two-thirds of the states, banks 
have reported to the Savings Bank Division 
of the American Bankers Association that 
there is a direct competition for both sav- 
ings and loans. Statistics show that the 
12,000 associations last year enjoyed a gain 
of more than $770,000,000 in assets, while 
the increase in savings deposits reported by 
28,000 banks was only $1,565,000,000. 

In some communities, the assets of these 
building and loan associations have grown 
to such an extent that they actually amount 
to more than the total savings deposits of 
all of the banks. 


Are Aggressive Advertisers 


UST how aggressively the associations are 

striving to win the savings of the people 
may be indicated by reviewing advertise- 
ments that have appeared in newspapers in 
various Cities. 

Shortly before the July reinvestment in- 
terest period, one of the large savings and 
loan associations in a Kentucky city made 
this public appeal in bold face type: 
“BE FAIR with yourself and arrange now 
to INCREASE the earning power of your 
money July 1. 

“At that time you will receive the inter- 
est or dividend on the money you now have 
invested elsewhere at 3, 4, 5 or 6 per cent. 
Reinvest your funds in our 7 per cent paid- 
up stock or installment stock.” After re- 
citing that all funds were secured by first 
mortgages, the association stated: “We have 
always paid withdrawals on demand.” 

In this public statement, the savings and 
building association was candid enough to 
state that the large interest return would 
be paid on shares. In other cities, adver- 
tisements have appeared in which deposits 
payable on demand with 6 per cent interest 
were openly solicited. 

One big Ohio association wanted to re- 
lieve the public mind of its distaste for the 
stock buying scheme. “When you open a 


Taking a Stand 


HAT attitude should 


the banks take toward 
the building and loan asso- 
ciations, which are becom- 
ing more and more direct 
competitors for the savings 


of the American people? 
In this article, Mr. Webb 
maintains that where these 
associations do a banking 
business, it is only just that 
they be compelled to carry 
reserves, pay comparable 
taxes and be subject to 
stringent supervision. The 
public should realize, he 
says, that they are buying 
stock and not opening a sav- 
ings account. 


Savings Account with the Liberal,” the ad- 
vertisement read, “you don’t buy shares— 
you don’t obligate yourself to pay any cer- 
tain amount or at any certain time. A 
Savings Account with us is a place to put 
your money when you have it and get it 
when you want it.” 


Slogans Attract Dollars 


-A SLOGAN that catches the public’s fancy 

has great power to attract funds. 
About ten years ago in Kansas City, when 
the loan associations had sold only about 
$6,000,000 in stock, some bright mind con- 
ceived the idea of advertising “All the con- 
veniences of a savings bank and twice the 
interest.” Business rolled in so fast that 
they cou!d hardly take care of it. The banks 
complained to the Commissioner of Finance 
and the associations were barred from mak- 
ing these outlandish statements. So they 
changed to “6 per cent on savings deposits.” 
The banks lodged an objection to this, so 
they changed again. This time the loan 
associations advertised “6 per cent on sav- 
ings accounts,” which was just about as bad. 
It is this type of advertising to which the 


Accepting Demand Deposits. 


banks rightfully object. 

Recently, in the state of Missouri, the 
Commissioner of Finance took notice of 
the tendency to appeal in a misleading way, 
and sent out letters to a number of savings 
and loan associations calling their attention 
to the fact that they were not empowered 
to do a deposit banking business. 

“I am persuaded to believe that your in- 
stitution has been exceeding its powers and 
privileges by assuming to accept deposits in 
the form of savings rather than making it 
plain to the public that their investments 
were in stock of your association and, as 
a matter of fact, were not deposits in any 
sense of the term,” his letter set forth. 
“Your advertisements and correspondence 
indicate that you are doing a Savings Bank 
Business and are in reality receiving savings 
deposits. This is a deception to the public 
and is an usurpation of the charter rights 
of banks, and as such cannot and will not 
be permitted.” 

After directing their attention to the sec- 
tions of the law governing their operations, 
the state official declared that these provi- 
sions “would not justify advertising for and 
accepting deposits at certain definite rates, 
to be accumulated and withdrawn in any 
amounts at pleasure, deceiving the public 
as to their actual status with the associa- 
tion, and with the ordinary depositor (not 
investor), functioning much the same as 
banks. 

“Tt is the business of a building and loan 
association, savings and loan association and 
all corporations, by whatever name desig- 
nated . . . to inform the public that money 
intrusted to them is subject as to with- 
drawals, to the laws governing building and 
loan associations. These associations were 
never intended to do a banking business in 
any sense of the term, but were primarily 
for the purpose of enabling the individual 
with small means and a limited earning 
power to own a home, not a picture show, 
a manufacturing plant, garage nor other 
speculative property.” 


Savings Barely Holding 
Their Own 


N Kansas City, savings accounts in banks 

are barely holding their own in totals. 
It is my belief that they are getting as 
many new accounts as usual, but the records 
show that when these accounts reach a rea- 
sonable amount many of them are trans- 
ferred to the building and loan associations. 
While this statement refers to a local situa- 
tion, I understand that similar conditions 
prevail elsewhere. 
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In my opinion the time has come when 
bankers should take the proper steps to in- 
form the public of the fundamental differ- 
ence between a savings deposit and savings 
and loan stock. 

The building and loan associations have 
had no hesitancy in comparing their busi- 
ness to ours, and I believe that we have 
a perfect right to turn the tables and com- 
pare ours with theirs, giving exact state- 
ments and facts, according to our own state 
laws. There is a world of difference in the 
meaning of “Savings Account” and of 
“Stock.” But how many customers of a 
so-called building and loan association know 
that savings accounts are a very different 
thing from stock? It is a positive decep- 
tion by omission to allow a customer to buy 
stock when he is led to believe that he is 
making a deposit. It is extraordinary to me 
that this deceptive encroachment upon the 
banking business has not been checked be- 
fore this time, and I am not prepared to say 
that bankers are not subject to criticism for 
condoning what can be called nothing less 
than an offense against the banking laws— 
laws which were made primarily for the 
depositors and only secondarily for the bank- 
ing institutions. 


An Amazing Growth 


b Bow growth of building and loan asso- 
ciations during the past ten years is noth- 
ing short of astonishing. City real estate 
over the same period has been on a rising 
market, and there is no guarantee that it 
will not decline. If it should, the building 
and loan associations will have the same 
troubles as has had every other line of 
business when reactions set in and those 
who have placed their money with these 
associations will discover too late that they 
are stockholders instead of depositors. 

The savings of the people that are in- 
trusted to banks are secured by the carry- 
ing of legal and cash reserves. The invest- 
ment of these funds is governed by laws 
and the operations of the banks are safe- 
guarded by the careful and continuing 
supervision of state or Federal authorities. 
There must be every safety thrown around 
the bank—not alone for the bank’s safety 
nor alone for the safety of the depositor ; 
but for the safety of the community. The 
bank lives off of its depositors. It says to 
them: “Lend me your money from day to 
day, for which I will pay a reasonable re- 
turn. I will hold it for you in absolute 
safety and pay you when you come for it.” 
The reason for this is not sentimental— 
but purely commercial. We bankers know 
how often emergency reduces a large de- 
posit to a small one—or wipes a small one 
out entirely. Depositors who intended start- 
ing and maintaining a savings account sud- 
denly find they have need for all the money. 
When they are in the hands of a regularly 
organized bank, they can get it. It is in 
recognition of this demand that banks carry 
a heavy cash reserve and invest a consider- 
able part of their deposits in liquid securi- 
ties that can be marketed on short notice. 
They must be equipped for exactly that con- 
tingency. The man who takes his money 
to a building and loan association is not in 
a position to obtain any such assurance. 

Not long ago I inspected the financial 
statements made by the building and loan 
associations of Kansas City, as called for by 


BE FAIR 


WITH YOURSELF |. 
Arrange NOW to 


INCREA SE| 
The Earning POWER of 
Your Money 


JULY 1, 1927. 


At tlet time you will Tecelve the 
interest or dividend on the money 
you now have invested elsewhere 
at 3, 4,5 0r 6%. \ 


REINVEST | 
YOUR Funds In OUR 
Paid-Up 
Stock 
$102 Per Share: 
AN funds secured by First Mort- 


gages on Louisville and Jefferson 
County Real Estate, 


‘| This Association has always paid 
withdrawals on demand. ~ 
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Reserve your shares now for the 
reinvestment of your Jaly funds. 


How a Kentucky loan association 
sought to get reinvestment funds 


the Missouri Commissioner of Finance. The 
combined figures showed that these associa- 
tions had sold stock to the amount of about 
$80,000,000. I was surprised to see that they 
had made a gain of $4,700,000 during the 
last six months and $9,000,000 for the year 
covered. They had cash on hand of about 
$2,800,000—or a fraction over 3 per cent. 
Analyzing the statements further, I found 
that these associations had about $360,000 
borrowed from the banks. 

One with $2,000,000 liabilities had $1,000 
in cash on hand, with $23,000 borrowed. 

Another with $380,000 in stock sold had 
only $845 in cash with $28,000 borrowed 
with the banks. 

A third with $340,000 of stock sold had 
only $146 in cash and stated -that it had 
$107,000 of borrowed money. 

I have no hesitancy in venturing the opin- 
ion that at least three-fourths of their cus- 
tomers believe that they are depositors in- 
stead of stockholders, and they also are con- 
fident that they can withdraw their money 
at any time with interest of 6 per cent year- 
ly. Some few of these shareholders are 
doing this, but any banker knows that all 
could not—for the associations carry only 
about 3 per cent reserve and the rest of their 
money is tied up in long loans, with install- 
ments payable over a period of ten years. 
All of the loans are non-negotiable. Yet 
a great many savings and loan associations 
advertise in the newspapers that they have 
always paid on demand, and while this is 
purely a statement as to past practice 
rather than a promise to permit withdrawals 
in the future, the impression obtained is that 
the shareholders can get their money back 
any time they need it. 

The people should be informed of the 
conditions under which they intrust their 
money to any institution. 


July, 1927 


When a new depositor appears at the re- 
ceiving teller’s window in a bank, he learns 
quickly—if he does not already know it~ 
that the bank must return to him his de. 
posit without a penny of penalty for the 
withdrawal. When a customer goes to a 
building and loan association of the modern 
stripe, he signs a contract, but it is no such 
agreement as the bank offers him. The scale 
tips the other way. He it is who binds him. 
self to let the loan association keep his 
money. It obligates itself not one whit in 
writing to return it on demand. ' 

When a man walks into a bank he knows 
he is in one. The bank makes every display 
to indicate the nature of its business. \Vhen 
he enters a modern building and loan asso- 
ciation, he may well think he is in a bank. 
First, he reads an advertisement on the win- 
dows, “6 per cent on savings.” Next he 
sees the bank fixtures, the cashier’s desk, 
the windows of the receiving teller and the 
other clerks—the resemblance to a bank is 
striking. In every way he is made to feel 
he is in a bank. Progressive camouflage 
has changed the name “Building and Loan 
Association” to the more alluring one of 
“Savings and Loan Association.” The word 
“savings” gets him into the place. The in- 
viting “6 per cent on accounts” gets his 
money. There is no one there to caution 
him that instead of becoming a depositor, 
who may have his money back on a mo- 
ment’s notice, he is in reality a responsible 
stockholder and that his money is not avail- 
able—and will not be for a long term of 
years. The damage is done when he signs 
up. A bank has lost a depositor and a thrift 
saver has lost control of his fund. 

Honest building and loan associations are 
admirable. It is when they go beyond the 
bounds of safety that they become danger- 
ous. They do that when they forsake the 
path marked out for them by their origi- 
nators and their incorporators, and allow 
their secretaries to trespass into the field 
of the savings banks. Experience shows 
that 3 to 4 per cent is the maximum which 
a bank generally may safely pay on de- 
posits. Loan associations promise 6 per cent, 
but they cannot guarantee this rate any more 
than bankers can guarantee a certain divi- 
dend on their bank stock. 


The Modern Association 


OW far the modern loan association 
has departed from the practices of the 
past! 

Formerly, with about $500 in cash, a com- 
pany of men opened a building and loan 
association. The organizers issued shares 
of stock and sold these by monthly pay- 
ments of $1 or more. When the share pur- 
chasers had paid in a few hundred dollars, 
this sum was auctioned off to the share- 
holders. Any man holding a share, though 
not fully paid up, could bid for the loan. This 
was not a bad custom, for, while the bor- 
rower could get cheaper money from banks 
or brokers, he wanted to pay it back on the 
installment plan. It should be remembered, 
however, that the borrowers were all mem- 
bers; they knew each other, and certainly 
the officers were acquainted with the bor- 
rowers. Organized to promote the build- 
ing of homes, the old societies fostered home 
building. The security for the repayment 
of the loan was the home, and loans were 

(Continued on page 60) 
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TATISTICIANS in their search for 
new “records,” irrespective of the field 
to which they may apply but merely 
in order to do justice to what one 
might call a record complex, tell us that of 
all the loans, both foreign and domestic, 
which have been offered in this market 
thus far this year, about $700,000,000 have 
not been placed. The true figure is probably 
somewhere near $500,000,000, of which, per- 
haps $300,000,000 may be said to represent 
foreign loans which have been offered but 
not distributed. 
To be sure, certain of the recent foreign 
offerings cannot be regarded as high class 
investments, yet among the issues which have 


not been distributed, the major portion con-. 


stitutes fundamentally sound obligations. 
The chief reason for this situation must be 
looked for in the fact that these loans have 
been acquired as a result of very keen com- 
petition on the part of our underwriting 
fraternity at much higher prices than ap- 
peared warranted by the status of the bor- 
rower. In consequence, the price at which 
offering was made to the public did not cam- 
pare especially favorably with already exist- 
ing loans of equal or even superior invest- 
ment quality. 


Bankers Utter Warnings 


Wad outstanding American bankers have 
taken occasion to utter public warnings 
against the inevitable results of this rash 
eagerness to make loans. Thomas W. 
Lamont, of J. P. Morgan & Company, early 
in May urged the American investor to 
“scan the situation with increasing cir- 
cumspection” and said that he had recently 
heard of “American bankers and firms com- 
peting on almost a violent scale for the 
purpose of obtaining loans in various foreign 
money markets overseas.” Remarking that 
“naturally it is a tempting thing for certain 
of the European governments to find a horde 
of American bankers sitting on their door- 
steps offering them money,” Mr. Lamont 
observed that this sort of competition tends 
to insecurity and unsound practice. 

“The American investor is an intelligent 
individual and can be relied upon to dis- 
criminate,’ Mr. Lamont said. “Yet in the 
first instance such discrimination surely is 
the province of the banker who buys the 
goods rather than of the investor to whom 
he sells them. I may be accused of special 


pleading in utttering this warning. Yet a 
warning needs to be given against indis- 
criminate lending and indiscriminate borrow- 
ing. In this I think my banking friends gen- 
erally will cordially agree.” 

Less than a month later, Charles E. Mit- 


The Rush to Make Foreign Loans 


By MAX WINKLER 


Vice-President, Bertron, Griscom & Company, New York 


Why Some of Our Leading Bankers Warn Against the Exces- 
sive Competition of American Underwriters to Lend Money 
Abroad. Terms Do Not Always Reflect Credit Standing of 


Borrowers. 


On the Shelf | 


INANCIAL indigestion 
—the term that the elder 
J. P. Morgan coined a good 
many years ago—is now 
declared to be troubling the 
bond market. Houses which 


have brought out foreign 
issues this year have expe- 
rienced trouble in distribut- 
ing them after they have 
been offered to the invest- 


ing public. In this article, 
Dr. Winkler explains why 
this has happened and inct- 
dentally indicates why Sec- 
retary Mellon and two of 
our leading American bank- 
ers have uttered warnings. 


[RA 


chell, president of the National City Bank 
of New York, openly deplored “the exces- 
sive competition of American bankers today 
for loans abroad.” He stated however that 
“in reality our American investor is in com- 
plete control of the situation. If he shows 
a disposition to buy indiscriminately,” Mr. 
Mitchell said, “then there will be bankers 
in number, who, to obtain his trade, will 
likewise buy indiscriminately and compete 
with one another so to buy, even though it 
means the relinquishment of essential stand- 
ards of soundness, the value of which they 
should know well.” 

The inevitable result of such competition 
as these bankers refer to, is that prospective 
borrowers adopt a peculiar attitude toward 
the lender, who, in order to secure the busi- 
ness, is obliged to make all kinds of con- 
cessions. Thus, when the deal is consum- 
mated, it is done on terms which are not 
always fully representative of the credit 
standing of the borrower in question. In 
other words, the Biblical saying that “the 
borrower becomes a slave to the lender” 
is reversed, and the lender becomes a slave 
to the borrower. 


9 


$300,000,000 in Foreign Loans Undistributed. 


The Competition for Loans 


N the meantime our bankers and especially 

our investing public are indirectly getting 
a far less satisfactory deal than they would 
be getting if there were more concerted 
action on the part of our underwriters. 

The other day, an Argentine municipality 
invited bids for a loan of about $4,700,000, 
to bear interest at the rate of 7 per cent 
and to be sold to the bankers at not below 
86. Only two bids were submitted, one at 
87.57 per cent and the other at 94.25 per cent. 
The latter, of course, obtained the loan which 
was subsequently placed in this market at 
98.75 per cent to yield 7.10 per cent. 

Another interesting example is afforded in 
the case of a Brazilian city which authorized 
the flotation of a loan to the amount of 
about $6,000,000 at 7 per cent interest, to 
be sold to the bankers at 91. A prominent 
local banking house is reported to have paid 
94.875 for a 6% per cent loan. An offering 
is expected to be made shortly. The price 
to the public will, in all likelihood, be 97%4- 
98, which compares with a price of only 
98% for a 7 per cent loan of one of Brazil’s 
wealthiest and most progressive states. Who, 
then, would be responsible if the American 
investing public should refuse to fully take 
up the above issue? 

Sooner or later, our bankers will realize 
the futility of competition of this sort, which 
is detrimental not only to them, but is also 
depriving their clients (the investing public) 
of what might accrue to them if transac- 
tions had been effected in a more sober and 
businesslike fashion. 


Question of Competition 


_ question of competition, while of 
great interest, does not seem to repre- 
sent an insurmountable problem. There is 
no reason why our bankers cannot in the 
course of time develop certain spheres of 
operation similar to that obtained in Ger- 
many prior to the war. Another, but in 
my opinion less healthy, solution is the affilia- 
tion of the house of issue with so-called in- 
vestment trusts into which new issues could 
then be thrown at a slight profit over the 
original purchase price, with the trust there- 
upon calmly issuing low interest rate deben- 
tures. These are eagerly bought whereas 
the issues against which debentures are sold 
would, in many cases, prove investments of 
a rather doubtful character. It is this very 
fact which renders an investment trust sub- 
ject to distrust or suspicion. There is too 
much temptation to absorb the unsold issues 
of the house with which the trust is con- 
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nected in spite of all the provisions of 
charter and statutes. 

It is, therefore, not entirely impossible 
that some day investment trusts may be sub- 
ject to the same rigorous supervision as real 
trust companies and banks with the result 
that restrictions will be imposed upon them 
relative to the type of security they may pur- 
chase, especially if they float debentures. I 
therefore believe that although perhaps less 
profitable, it is perhaps more advisable to 
start such a trust with ordinary or common 
shares and inaugurate debentures after the 
trust has been in existence for a certain pe- 
riod of time, during which the management 
has proved its ability and integrity as evi- 
denced by the financial position of the trust. 


Prospectuses Not Always 
Accurate 


HEN we read of a foreign munici- 

pality which “has had a perfect finan- 
cial record for the past twenty years,” we 
are somewhat annoyed because the city in 
question has not borrowed in twenty years, 
while prior to that it had borrowed twice and 
defaulted on each occasion. 

In one instance we are told that the 
borrowing country has a gold reserve of over 
100 per cent, when in actuality the ratio is 
only about 78 per cent. 

On another occasion we are informed that 
the borrowing country has never defaulted 
on its bonds with regard to either interest 
or sinking fund, whereas there was at least 
one default in regard to interest and one as 
to amortization payments. 

To be sure, these points are not very 
serious, but I do not see why our under- 
writing houses cannot manage to inform 
themselves as to the actual economic and 
financial status of their client and present 
to the public, upon whom they call to take 
up bonds, accurate and reliable information. 


Loan Terms Important 


HE terms under which loans are con- 

tracted are also a factor the importance 
of which should not be underestimated. Oblig- 
ing the borrowing country to submit to 
all kinds of exactions, including prepos- 
terous terms of interest and sinking fund in 
respect to loans, with the bankers consider- 
ing themselves empowered to indicate to the 
borrowing ceuntry the line of conduct it 
should follow in its domestic policy, is un- 
sound and dangerous. 


Current 


TARTING with the bank call of June 

30, the Comptroller of Currency will 
obtain from all national banks at least three 
times annually the amount of their savings 
deposits. The consolidated figure, reported 
periodically, will afford the most current 
indication of the progress of savings that 
the United States has yet had, as statistics 
on this particular phase of thrift have lagged 
behind several months. 

For several years, the Federal Reserve 
Board reported the savings deposits of a 
selected number of reporting member banks 
but these figures reflected the progress of 
only a relatively small number of banks. 


In this connection it might be of in- 
terest to quote Sefior Augustin Edwards, 
eminent Chilean statesman and journalist, 
as follows: “Loans are made to countries in 
which the financial and economic conditions 
and the governments offer reasonable guar- 
antees of repayment. Capitalists are not 
obliged to extend credit to those who do 
not offer such guarantees. But beyond this 
it is not safe to go. Financial intervention 
is an evil. Political intervention, however 
well intentioned it may be, causes mis- 
giving and may entail complications not only 
for the country in which intervention has 
taken place but also for the others who 
cannot regard with pleasure the interference 
of foreigners in the private affairs of a 
state.” 

Taking undue advantage of the borrower 
and imposing upon him ruinous terms is ill- 
advised and, in consequence, unsafe. Repu- 
diation of contracts under such circum- 
stances is to be expected, and it affords 
little if any satisfaction to bondholders to 
see the service on their bonds met “at the 
point of the bayonet,” which more than 
neutralizes the generous return on loans so 
contracted. Nor can a default in such cases 
be construed as a wilful act on the part of 
the borrower, because it is the inevitable 
result of too great a financial burden which 
he finds he is unable to bear. 

A concrete instance will illustrate the 
above: A certain South American munici- 
pality had raised a foreign loan at a rate 
which was generally regarded as too high 
at the time of the flotation, but which the 
city had agreed to meet because it was in 
sore need of funds. The regular rate was 
paid in full for only one year. For the 
next three years the rate was reduced by 
2 per cent and even today the rate is by 1 
per cent smaller than the rate originally 
agreed upon. Would it not have been more 
advisable if at the outset the terms of the 
loan had been less onerous? 

Are we expected to register surprise if a 
Central American Republic defaulted on its 
external bonds which were offered for public 
subscription at 80 per cent, with interest 
at 10 per cent per annum and a yearly sink- 
ing fund of 3 per cent? 

The following represents another interest- 
ing instance worth citing: In 1923, a certain 
Latin-American state obtained a loan in 
the United States, amounting to $1,500,000. 
Bonds were to bear interest at the rate of 
8 per cent per annum, payable May 1 and 


November 1, and scheduled to mature May 
1, 1947. The issue was sold to the American 
bankers at 85. Commission and expenses 
borne by the state were said to have absorbed 
$243,000. In addition, interest for one year 
and sinking fund up to May 1, 1927, were 
deducted in advance, and aggregating $290, 
000. Thus, the state received a total of 
$745,000, paying 8 per cent on $1,500,000 
and amortization of about $60,000 a year, or 
a total of $180,000, equivalent to 25 per cent 
on the money borrowed. Moreover, the con- 
tractors charged with the work to be done 
from the proceeds of the loan, were paid 
an amount of $485,000, so that there was 
hardly anything: left for the state to meet 
the additional expenses in connection with its 
construction program. 

A prominent Central European corpora- 
tion was required to mortgage its properties 
for a 7% per cent loan of $4,000,000, for 
which it had received about 76 per cent, 
while our investors were offered bonds at 
9534. 


Our $13,000,000,000 
Investment 


F we feel that the credit of a nation is 

sound enough to justify our extending of 
credit to it, let us do it on decent terms. To 
demand the “last pound of flesh” is de- 
cidedly wrong economically, as, it is wrong 
on ethical and moral grounds. 
* With $13,000,000,000 of American money 
invested abroad, exclusive of so-called politi- 
cal debts, it is no longer a question of 
whether or not we should have entered the 
realm of international finance. How these 
loans are distributed is indicated in the 
following tabulation: 

Region 
Europe 


1926 
$3.596 700,000 
3,557,600,000 
1,508,700,000 
1,074,600,000 
205,200,000 
1,973,300,000 


1913 


$350,000,000 
750,000,000 
100,000,000 
1,050,000,000 
50.000,000 
100,000,000 


America 
South America .... 
China, Japan 
Philippines 


175,000,000 
Miscellaneous 


713,500,000 
225,000,000 50,000.000 


$12,854,600,000 $2,625,000,000 


On the whole, American investors cannot 
be said to have fared badly in their venture 
as the world’s lenders. Foreign issues held 
by Americans in default are still few and 
far between, and by eliminating promiscuous 
purchases, absurd competition and ruinous 
terms to the borrower, we can avoid the 
losses to which our Continental friends were 
subjected. 


Indication of Savings Progress 


It was found that the public sometimes mis- 
interpreted the statistics, thinking that they 
covered American banks as a whole so 
recently there has been no special release of 
these figures. 

Even with the prompt publication of the 
savings of the 8000 national banks, there 
still will not be a complete picture of 
savings. Despite the surprising strides that 
the national banks have made in getting 
these deposits, they hold only slightly more 
than one-fourth of the total, which is now 
estimated to be more than $26,000,000,000. 
The last statistics showed that on June 30, 


1926, the state banks had $7,674,880,000 
while the mutual savings banks held $7,525,- 
189,000 and the trust companies $3,270,- 
494,000. The national banks reported $6,- 
177,730, and the private banks a total of 
$47,899,000. 

Only once a year, when the Savings Bank 
Division of the American Bankers Associa- 
tion consolidates all of these figures from 
the banks in 48 states, is it known just how 
much progress has been made by the Amer- 
ican people in depositing a part of their in- 
come in the banks. These figures showing 
the totals as of the preceding June 30 have 
generally been announced in December. 
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New Advisory Board for Banks 


By REUBEN A. LEWIS, JR. 


A Woman’s Advisory Committee Is Used by a Large New York 
Trust Company to Supplement the Views of Its Board of 
Directors As to How It Can Obtain New Business and Supply 
Needed Services. How Its Suggestions Have Helped the Bank. 


HAT women want in the line 
of banking service sometimes 
has been a puzzle to the Amer- 
ican banker. But, with the in- 
creasing activity of women in business and 
a growing realization of the commanding 
part that they take in the management and 
expenditure of the national income and 
wealth, banks in various sections of the 
country are making a conscious effort to 
appeal to this class of depositors to make 
a more extensive use of the bank’s facilities. 

This effort has been expressed in several 
ways, such as the installation of women’s 
departments, the employment of women as 
heads of home economic bureaus and the 
more general use of women as junior ofh- 
cers in banks. But it has remained for one 
of the oldest New York trust companies to 
supplement the views of its Board of Di- 
rectors as to how it can obtain new busi- 
ness and supply needed services by adding 
a Woman’s Advisory Committee. For more 
than two years The Farmers’ Loan and 
Trust Company has had the counsel and 
aid in this work of a group of ten prom- 
inent women and its officers are outspoken 
in their praise of this auxiliary board, which 
enables the bank to be sure that it gets 
the woman’s viewpoint—and reflect this in 
its advertising, its banking methods and in 
its moves designed to enlighten the public 
of the many ways in which a bank can ad- 
minister a trust, create an estate or act in 
the capacity of an expert in money manage- 
ment. 

The idea of getting the feminine angle as 
a guide in running a bank is, of course, not 
exclusive with this New York institution. 
One of the largest trust companies in Boston 
has added a woman's advisory committee, 
and quite recently one of the largest national 
banks in the financial center followed the 
lead. 


Suggestions Are Offered 


MEETING of the woman’s advisory 
committee is somewhat like a session 
of the Board of Directors except that it is 
not called on to approve loans and the offi- 
cers are not bound to abide by its suggestions 


as to policies. However, the officers make 
a practice of reporting the changes in the 
volume of deposits, the amount of new busi- 
ness that has been secured during the month 
and the immediate objectives that the bank 
hopes to reach. The advertising copy that 
is to appear in the newspapers and the 
magazines as well as the material that is 
to appear im leaflets and brochures is pre- 
sented to the committee for its considera- 
tion and criticism because where the appeal 
is addressed primarily to women, it is 


The cover of a folder that the Woman’s 
Advisory Committee suggested 


naturally desirable that the text should pro- 
duce the reaction sought. 

The problems that the bank faces are 
frankly presented—so that the officers may 
get the opinions of the members of this 
advisory group. The members generally are 
women of prominence in the life of the com- 
munity. The chairman of the committee is 
the wife of a senior officer of the bank, who 
is active in the social and civic life of New 
York. One member is the wife of one of 
America’s best known financiers, another is 
the wife of the president of a great in- 
dustrial company, a third member comes 
from a family that has been a tradition in 
the realm of finance—and so on down the 
list. But it was the ability of the women 
and their willingness to work in the interest 
of the bank rather than the prominence 
of their connections that dictated their 
selection as advisors to the bank, the officers 
emphasize. 


Holds Regular Meetings 


HE president, or one of the senior offi- 

cers of the bank, and the manager of the 
woman’s department meet with the advisory 
committee at each session and discuss mat- 
ters of timely importance with them. How 
women can be told of the convenience of 
having the bank act as custodian for their 
securities, of the desirability of appointing 
a corporate fiduciary as executor of wills or 
for the creation of living trusts—these and 
similar problems have been referred to the 
advisory committee. 
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As women know better than men the ap- 
pointments and decorations that will appeal 
to members of their own sex, The Farmers’ 
Loan & Trust Company sought the advice of 
this committee in the furnishing of the wo- 
man’s department. The arrangements and 
the floor scheme of the dining rooms and 
cafeteria for its bank in the downtown finan- 
cial district, where more than a thousand 
officers and employees are fed daily, were 
worked out by the committee in consulta- 
tion with the architect and expert restaura- 
teurs. In other matters of this character, 
its officers have turned to those whose 
natural experience would make them better 
judges as to taste and fitness. 


Discovering Little Touches 


N discovering the little touches that make 

one bank appeal to women more than an- 
other, this company has found that the 
guidance and imagination of this board is 
of real value. Sometimes small things 
catch the fancy of the prospective customer. 
At the suggestion of one of the committee, 
the bank had manufactured a small check 
book that would fit snugly into a small 
pocketbook or a vanity case. The checks 
were of the standard size but they could 
be folded over several times and would fit 
in the miniature check book. It proved to 
be quite popular. 

There is a great influx of visitors into 
New York during all seasons of the year 
and, in many cases, it is necessary for them 
to do a bit of banking. The suggestions 
was advanced by one member of the com- 
mittee, with a penchant for new business 
ideas, that the bank might profit greatly if 
it could establish itself as. the institution 
where the out-of-town woman might do her 
banking with the greatest convenience. 
Acting on this suggestion, the bank had an 
interesting folder prepared. The first page is 
devoted to an attractive decoration, showing 
a chic looking woman following in the wake 
of a heavily laden red cap, bearing her 
luggage and hat boxes. “For the Woman 
Visitor to New York,” the leaflet is labeled 
and on the inside there appears a chart of 
the uptown shopping district with the leading 
shops, hotels and points of interest indi- 
cated in a graphic way. These little leaflets 
have been sent on to banks in hundreds 
of cities in the hope that they may be passed 
on to the thousands of women who make 
their periodical pilgrimages to the shops and 
theaters of the nation’s largest city. 

It should not be imagined, however, that 
frills and the little touches claim the major 
part of the attention of these women—for 
the officers of the bank are frank enough to 

(Continued on page 52) 
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Dangerous to Our Own Welfare 


HEN bank mismanagement comes to a crisis, 

the penalty public opinion inflicts on the misman- 
aged is not confined to the officers and the directors of 
such institutions. Some of it falls on other banks in the 
community ; some of it falls on other banks in the state 
and even in regions far removed. Bank failures are 
therefore the concern of bankers as a whole and when 
banking considers the case in all its aspects, then bank- 
ing can hardly avoid the conclusion that in self-defense 
—if for no higher motive—it must act to prevent the 
weak and incompetent from engaging in practices not 
sanctioned by strict ethics or accepted banking prin- 
ciples. 

The situation that confronts banking on this score 
was thus clearly expressed by Craig B. Hazlewood of 
Chicago, Second Vice-President of the American Bank- 
ers Association, in a recent public address: 


“Public confidence is an asset of inestimable value to all 
the bankers of this country. In no other field of business is it 
more necessary to continued progress and growth, and in no 
other field can it be more easily dissipated. The fact that 10 
per cent of the banks in this country have failed in the past 
seven years is a staggering indictment of a business that is 
supposed to have a scientific viewpoint on finance, and is pre- 
sumably in a position to advise all other lines of business upon 
that subject. 

“In this, perhaps the most fundamental of the business pro- 
“fessions, the one more than any other which holds the solvency 
of American communities in its hands, there exists a situation 
which merits our most careful and serious attention. Every 
time a bank fails, the newspapers report it, as they properly 
should—and the echo goes ringing across the land creating 
doubt as to the soundness of the business situation in millions 
of minds—making men and women wonder if their hard-earned 
dollars deposited in your bank are safe. 

“The grim satisfaction, if any exists, in the failure of a 
competitor never will compensate a banker for the loss of con- 
fidence and the general unrest, not to speak of the property loss 
which follows a bank failure. The deposits in the remaining 
banks in any community where failures have occurred would 
be greater today, if the failures had not occurred. 

“An attitude of self-satisfaction and complacency in regard 
to our own position, and without regard to that of our neighbors, 
is decidedly dangerous to our own welfare. Every intelligent 
and far-sighted banker, whether he lives in a state where there 
have been only five failures since 1920 or in a state where 
they have had 250 failures since that time, is aware that 
the situation presents perils he cannot ignore. 

“We must closely diagnose the causes for these failures. 
We must appraise the preventatives. We must consider what 
the Government can and should do. We must consider what 
bankers’ associations and the clearing houses can do. We must 
consider what bank directors and bank officers can do. 

“We ourselves must find the cure for our own ills. We must 
see to it that the banking business is confined to those com- 
petent bankers who not only have a sense of their trusteeship, 
but who also can keep their own business solvent and advise 


other lines of business authoritatively upon the problems of 
finance.” 


The Clearing House Examiner system, so long and 
earnestly advocated by the American Bankers Associa- 
tion, is one means by which the bankers of any commu- 
nity may safeguard themselves as a whole and as indi- 
vidual banks against mistakes, drifts, tendencies and 
practices inimical to good banking, and bankers every- 
where, especially in those little communities in states 


where capitalization may be fatally small and state 
supervision is not rigorous, should rise above small 
fears and give themselves and their communities thie 
benefit and the protection of this system. 

Through its economic policy commission the Ameri- 
can Bankers Association is making an exhaustive study 
of the causes of bank failures and it is expected that 
the results of this study will be reported at the time 
of the October Convention. 


Watching the Loan Account 


_ separation of bank loans employed to finance 
commitments in the stock market and to carry bonds 
through the period of distribution, from loans for 
strictly commercial purposes, has centered interest this 
year on the most tell-tale item in the Federal Reserve 
Board’s weekly report. 

The generation in Wall Street that is passing used to 
ask each Saturday: “What will the bank statement 
show?” meaning, “Will it indicate a surplus of re- 
serves, or a deficit?” Money rates and market fluctua- 
tions were based on its figures. It was the monetary 
barometer of the day for the entire country. Now the 
question that is uppermost is, “Will there be an increase 
or a decrease in brokers’ loans on Monday ?” 

This loan account is supposed to be the measure of 
the public’s participation in the stock market though 
recently, as loans expanded steadily while stocks gravi- 
tated in a narrow circle, the suspicion arose that they 
also had a very close relation to the unsold balances of 
new bond offerings in the hands of underwriting syndi- - 
cates. So there is now a demand that the segregation 
process be carried a step further and that the present 
item of brokers’ loans be divided into two parts, the one 
dealing specifically with accommodations for Stock 
Exchange houses and the other for the account of in- 
vestment bankers or dealers. The Stock Exchange 
group is sensitive to the complaint that loans are going 
up because of an unbridled speculation whereas, so they 
claim, the recent expansion has been caused by the re- 
quirements of an unliquidated bond account estimated 
at between $500,000,000 and $700,000,000. 

Whichever may be the factor of greater weight it is 
true that bank loans have been rising faster than they 
should during the past three months. On June 15 they 
were $3,159,876,000 compared with $2,517,410,000 a 
year ago and with the previous high level in January, 
1926, of $3,141,125,000. In a similar period of twelve 
months the loans of the member reporting banks in the 
Federal Reserve system showed loans secured by stocks 
and bonds of $5,869,998,000, an increase of $504,000,- 
000 in the year though their other loans of $8,648,766,- 
000 had risen in the same time only about $110,000,000. 

The criticism is heard today that the facilities of the 
banks are being employed in the interest of speculation 
rather than of business and that the benefits of abun- 
dant credit have been absorbed by speculative and in- 
vestment markets rather than by trade. A slackening 
commercial demand for money usually has its opposite 
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in a quickening speculative demand but we must not 
overlook the fact that out of the $4,000,000,000 of new 
loans floated this year and now being carried, in part, 
in the banks there has been provided funds to build 
railroads, power plants, factories, bridges, and equip- 
ment, and to erect houses and office buildings, all of 
which increases production, provides employment and 
adds to the wealth of the nation. 


If He Had Failed 


REAT gifts to the world ofttimes hang by slender 

strands of chance. The opportune deed of success- 
ful daring, the sudden illumination of authentic char- 
acter, the uncertain hand of fate that grants life instead 
of death for defiant courage, the resolute heart and 
hand alert to seize fleeting opportunity and drive on to 
unimagined achievement—any one of these may lift an 
hitherto unrealized personality above the commonplace 
and give the world a needed hour of inspiration. 

America, engrossed by cloying wealth and success 
and too unmindful, perhaps, of the wings of the spirit 
—the world, also, surcharged by scarcely explicable 
hatreds—needed and lately received such a slenderly 
suspended gift. If adverse fate had cut the essential 
strands of chance, although a man had failed—had lost 
his high adventure—even his life—the world would 
still have lost the greater part! It would have lost its 
needed hour of inspiration—a clear, high call for the 
human spirit to truer things—a call that rang especially 
vibrant through the spirit of youth. 

And youth answered back! A cynic watched a group 
of boys and girls. Over the radio came the unfeigned 
exultation of a mighty crowd. Then the voice of the 
President, pausing in the midst of pressing affairs of 
state, to signalize a nation’s homage to a deed that gave 
wings to all hearts. Only a few moments before the 
radio and youth had been all too busy with raucous, 
almost ribald jazz. Hip-flask smartness, swagger and 
over-obvious hosiery—the cynic saw youth as a leering 
caricature. 

Then over the radio came the President’s sure-toned 
unfolding of a man’s great deed—and subtly there came 
a change in the faces of youth—an upward looking—a 
rapt gaze as of a seer. “That is the kind of a man I 
want!” a girl whispered. On her face as she dreamed 
again the story of a man who braved all fate unaided 
there was almost a mystical daze. To the set jaw of the 
boys there came a new squareness—and the hip-flask 
leeriness of the times was gone. “Gee, I wish I could 
do something big like that!” one of them said—and his 
clenched fist seemed to symbolize the firmer grip on the 
truer things of life that all youth felt that day as the 
throbbing impulses of the radio marshalled them with 
its message throughout the nation. 

A man might have failed. A man might have died. 
He would have lost all. But America would have lost 
far more than he—for it would have lost the hour that 
touched the soul of its youth with a flame from the 
stars. 


Calls It an Opportunity 


PEAKING before the convention of the Mississippi 
Bankers Association, D. H. Blackston, a banker of 
Canton, Miss., referred to the present agricultural situ- 
ation, which the rest of the country classifies among the 
calamities, as an opportunity which if improved can be 
used to bring about a new era of prosperity for his 
State. 


“The present agricultural situation confronts us as a 
great opportunity,” he said. “Mississippi agriculture 
must be rehabilitated. The banker is the man to guide the 
bewildered Mississippi farmer into new pathways of 
progressive agriculture, steering him away from one- 
crop folly, leading him on into dairying and diversifica- 
tion, insisting that he not only go into livestock produc- 
tion, but also that he produce all the food and feed he re- 
quires. Mississippi annually spends $200,000,000 for 
food and feed grown elsewhere. This is an economic 
evil that must be corrected, and the banker is in better 
position to correct it than anyone else. Industrial pros- 
perity, many have been told, is of greater importance 
than agricultural welfare. This is the wrong slant. 
Let us build up agriculture, create a more prosperous 
farm citizenry, and then, with greater buying power, 
there will be growth in community wealth, community 
business and community industry.” 

Clearly this is a surer and better road to farm pros- 
perity than those legislative highways so often pro- 
jected but never constructed. 


After the Airport What? 


HIS country has had in turn its era of canal build- 

ing, of railroad building, telephone construction, 
and we are in the midst of the era of highway building. 
Now there is the possibility, if not the probability, that 
we shall experience a season of airport activity since 
Lindbergh says that every city should have its airport. 
If commercial aviation develops apace, then the aviator’s 
proposition is undebatable, for growth, commercial de- 
velopment and community opportunity are dependent 
upon transportation. Discovery and the practical ap- 
plication of science to the world’s work are traveling at 
top speed in these latter years, in comparison with the 
snail-like pace of other centuries. 

After the airport, what? 


Men and Dollars Hunting Employment 


Ih Great Britain men are hunting jobs; in this coun- 
try money is hunting jobs. 

In Great Britain the causes leading to the idleness 
of about a million people are many, chief among them 
being that there has not yet come about complete restor- 
ation from war-upset in many of the countries to which 
England sells. 

In this country the dollar unemployment is due to 
the circumstance that industry is not providing enough 
opportunities for capital investment, and from that fact 
it is but one short jump to the conclusion that—like 
England—if we had more foreign buyers then perhaps 
we should have more use for money in industry. 

In a recent address Charles E. Mitchell, President of 
the National City Bank of New York, declared that 
foreign investments will not relieve the American capital 
market of its surplus funds. New channels of invest- 
ment must be developed by American industry, for “the 
process of piling up credits abroad cannot go on for- 
ever. 

All of this emphasizes the existence of an oppor- 
tunity for advertising to which we referred a few 
months ago. The world needs and would be the better 
and richer for many things that our industries can sup- 
ply, but to develop buyers’ educational campaigns suited 
to the customs, the prejudices and the intelligence of 


’ many peoples are necessary. 
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as Viewed by the Cartoonists 
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Time for a Thorough Understanding. 
—Orr in the Chicago Tribune 


Another County Heard From.—Mor- 
ris in the Passaic Daily News 


the Not Distant ‘Future—Knott 
in the Dallas News 


A Loud Speaker He'll Have to Listen 
To.—Cargill in the Emporia Gasette 


The Experiences of Others Mean 
ward Family.—Ding in the New York Nothing to Some People—Hanny in 
Herald Tribune the Philadelphia Inquirer 
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YouLt Just 
gimme A 


The “Time” Is Right Now—Alley in 
the Memphis Commercial Appeal 


Hold Her, Newt—Let Her Know Now That S 
Who’s Boss!—Alley in the Memphis by Intelligent Cultivation—Hanny in 
Commercial Appeal the Philadelphia Inquirer 
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Thrift Is In No Dilemma 


By JAMES E. CLARK 


Answering the Claim that Hard Times Come from a Deficiency 
in Our Buying Power Brought About by the Practice of Taking 
Savings Out of Profits and Income. The Lack of Balance in 
Business Is What Causes Production to Outstrip Consumption. 


HE blame for hard times in Ameri- 

can business was recently laid at 

the door of thrift. A foundation for 

economic research argued that the 
reason consumer buying did not keep pace 
with production was because savings were 
taken out of profits—and a deficiency in 
buying created. This meant that the con- 
sumers could not spend as much as they 
received. 

Summing up the argument about the di- 
lemma of thrift, it declared: 

“Progress toward greater total production 
and resultant higher standards of living is 
retarded because consumer buying does not 
keep pace with production. Consumer buy- 
ing lags behind for two reasons: first, be- 
cause on account of corporate savings, in- 
dustry does not disburse to consumers 
enough money to buy the goods produced, 
without a fall in the price level; second, 
because consumers, under the necessity of 
savings, cannot spend even as much money 
as they receive. 

“Partly on account of these savings, there 
is not an even flow of money from pro- 
ducer to consumer, and from consumer back 
to producer. Furthermore, the savings of 
corporations and individuals are not used 
to purchase the goods already in the mar- 
kets, but to bring about the production of 
more goods. The expansion of the volume 
of money does not fully make up the deficit, 
for money is expanded mainly to facilitate 
production, and the product must be sold 
to consumers for more money than the 
expansion has provided. Consequently we 
make progress only while we are filling the 
shelves with goods which must either re- 
main on the shelves as stock in trade or 
be sold at a loss, and while we are build- 
ing more industrial equipment than we can 
use. 

“Inadequacy of consumer income is, there- 
fore, the main reason, though not the only 
reason, why we do not long continue to 
produce the wealth which natural resources, 
capital facilities, improvement in the arts 
and the self-interest of employers and em- 
ployees would otherwise enable us to pro- 
duce. Chiefly because of the shortage of 
consumer demand, both capital and labor 
restrict output, and nations engage in those 
struggles for outside markets and spheres 
of commercial influence which are the chief 
causes of war.” 


Must Consume All 


oo burden of the argument, it may be 
observed, was that we should consume all 
we produce. 

Is it reasonable to expect consumer buy- 
ing to keep pace with production? 


Savings Work 


ITH labor-saving ma- 

chinery increasing and 
with every prospect that 
new and better methods of 
production will continue to 
be developed, how would it 
be possible ever to keep up 
with the constantly increas- 
ing output? 

If we should logically 
follow the consumer buying 
idea to an extended degree, 
we would at length come to 
realize that the great objec- 
tive of life is not, after all, 
merely to consume more 
and more goods. 

Thrift is in no dilemma, 
for money saved still works. 


In theory there can, perhaps, be no over- 
production. If we consider the whole world 
as our market, and consider the many peo- 
ple whose standard of living is so many 
times lower than our own, there is then, in 
theory, no danger of over-production. If 
we look the facts in the face and circum- 
scribe our market by our experience in sell- 
ing to the people of the United States, of 
Europe, and the rest of the world, then 
there must be a different answer. There 
are in the world at the present time fac- 
tories so equipped that they could supply 
all the present needs of the whole world 
on some minor items if the whole world 
would but give to these factories its trade 
to the exclusion of every other factory. 

With labor-saving machinery increasing, 
and with every prospect that new and bet- 
ter methods will continue to be developed, 
how would it be possible ever to keep up 
with the constantly increasing output? 

Does not experience indicate that when 
a manufacturer is able to sell his output to 
the limit of capacity he is pretty likely to 
seek new capital and develop an increased 
industrial capacity? If, therefore, the in- 
dividual consumer (say the wage-earner) 
here in the United States became imbued 
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with the thought that everything produced 
must be purchased and consumed, we would 
have for a time an over-balanced condition 
of consumption which in the long run would 
add neither to character nor the well-being 
of industry as a whole. 


Work Without Results 


T is related that years ago in England, 

during a time of prolonged depression 
and unemployment, some philanthropic peo- 
ple, desiring to help the poor but at the 
same time desiring to extend that help on 
a basis of service rather than charity, em- 
ployed men to dig trenches and later to 
fill the same trenches up again. To the men 
thus employed the work soon became re- 
pugnant because it was useless work, accom- 
plishing nothing and, therefore, against com- 
mon sense. 

If we should logically follow the con- 
sumer buying theory to an extended degree, 
we would gradually find ourselves in some- 
what the same frame of mind and come 
by degrees to realize that the great objective 
of life was, after all, not merely to consume 
more and more goods. 

Interruptions and depressions in business 
come because business gets out of balance. 
Some set of circumstances results in put- 
ting more goods on the market than the 
consumer has need for; or, working in the 
other direction, something happens whereby 
the goods which the consumer makes, or 
the crops harvested, are not purchased or 
at least are not wanted in quantity or at 
prices suitable to the producer. 

Now, if it becomes an unwritten law to 
buy without stint everything possible with the 
main objective of consuming all that our 
neighbors produced, whether they produced 
as much as we needed or ten times as much 
as we needed, is it reasonable to suppose 
that with a growing volume of production 
we would be in any better position to keep 
the complex industrial machine from get- 
ting out of balance? 

I do not think that we would, for it is 
generally agreed that one reason now why 
business is subjected to so many upsets is 
because life has become so very complex. 
As George E. Roberts has expressed it: 

“Since all business, in the last analysis, 
is an exchange of goods and services, it 
follows that in order to have an ideal state 
of prosperity there must be a right distri- 
bution of workers throughout the various 
industries and occupations so that the prod- 
ucts and services shall come on the market 
in proper proportions to each other and that 
the market shall clear itself. If the market 
does not clear itself, if certain products are 
in excess of the demand, they will not be 
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sold, prices will fall, and the producers of 
those products will not be able to buy the 
products of others, and the entire trade situ- 
ation will be disturbed. 

“If we can go back in our minds to 
primitive society and the practice of barter, 
and conceive of everybody bringing his own 
products or services to a common market 
and carrying away the goods he receives 
in exchange, we can realize how readily 
a lack of balance in production would be 
discovered and understood. The highly spe- 
cialized organization of society today is no 
different in principle from that which ex- 
isted after the division of labor had been 
inaugurated in its simpler forms, but its 
complications afford more opportunities for 
it to get out of order and for misunder- 
standings and antagonisms to develop among 
the workers in different lines.” 


What of New Discoveries ? 


fo theory that we should always keep 
the shelves free from goods presents 
some very plain obstacles. What, for in- 
stance, would happen when discoveries were 
made which would absolutely retire an in- 
dustry ? 

There was a time, for illustration, when 
a great fleet of whaling vessels sailed in 
and out of New Bedford, Mass. Whaling 
then was an important industry, but the 
availability of coal-oil, the change of cus- 
toms decreasing the demand for oil and for 
whalebone, and finally the development of 
electricity for light, lesseried the demand for 
the products of the whaling industry, and 
so the industry languished. Would it have 
been better to follow out the consumption 
idea and have preserved the whaling indus- 
try? Surely the preservation of this primi- 
tive industry would not have given employ- 
ment to more men than does the light and 
power industry. Consider also the greater 
number of men and women employed in the 
electrical industry and all its branches. Con- 
sider the beneficent effect of electricity on 
life everywhere. 

But the great defect with the basic theory 
of “The Dilemma of Thrift” is expressed 
in this line, “The savings of corporations 
and individuals are not used to purchase the 
goods already in the markets, but to bring 
about the production of more goods.” 


Money Saved Still Works 


ET us look at two classes of savings 
institutions—banks doing a _ savings 
business and building and loan associations. 
In the case of the building and loan asso- 
ciations, is it true that the savings collected 
are not used to purchase the goods already 
in the markets, but to bring about the pro- 
duction of more goods? The average loan 
of the building and loan association is used 
for the construction of a home. If we fol- 
low out in detail the use of this average 
loan, we find that the loan purchases lum- 
ber from the local dealer, who in turn has 
purchased the lumber from a _ wholesaler, 
who in turn has purchased it from a timber 
cutting company, each distributing money 
along the way. 

Some of this loan moves hardware from 
the shelves of the hardware dealers because 
the construction of the building entails the 
use of door-knobs, latches, window catches, 


nails, gutters and leaders, ornamental iron 
brackets, etc. 

Some of the loan moves paints and var- 
nishes from the shelves. 

Some of the loan moves gas and electrical 
fixtures from the shelves. 

Some of the loan moves plumbing mate- 
rials, bathtubs, washstands, drain pipes. 

Some of the loan moves tiling, brick, etc. 

Some of the loan moves wall paper, shades, 
linoleums. 

Usually about seventeen trades or callings 
unite in the construction of a dwelling, and 
the ramification of these trades may extend 
to the pine forests of the South, to the 
Douglas fir forests of British Columbia, to 
the copper mines of Arizona, the lead mines 
of Missouri, and so on indefinitely. 

All of the men who work in the con- 
struction of a dwelling in turn put some 
of the money, if not all of the money, which 
they receive as wages or profit into some 
form of industry. Each artisan needs tools, 
each needs food, each needs clothing. There 
is need, too, for professional services of all 
kinds, and, in turn, the professional men 
have needs for which they spend their fees. 

We will strain a point, classify the house 
thus built as “goods,” and admit, if need be, 
that more “goods” have been produced with 
the savings of the owner, but we cannot 
escape the fact that by the construction of 
the house goods have been moved to their 
ultimate destination. 

The new house is the important market 
for most of the goods mentioned in the 
foregoing. Incidentally, the new house in- 
creases the demand for many items not in- 
cluded directly in the construction because 
the new house very often makes opportunity 
for purchases not possible in the older home, 
such as furniture, carpets, draperies, pic- 
tures, house furnishings of all kinds—indeed 
the whole range of useful and ornamental 
things. 


Buying Power Speeded Up 


AVINGS through the medium of a 

building and loan association or through 
a bank making loans on real estate are 
not, therefore, impounded nor permanently 
withdrawn from circulation. On the con- 
trary, I liken these two institutions to power 
stations gathering up many little streams 
of money, joining them into one, and con- 
stantly sending other and larger streams 
out into the world, each with the power to 
move goods in quantity. Thrift need have 
no fear at this point that it is stopping busi- 
ness, for it is giving new impulses—greater 
buying power. 

So much for the savings that are used 
for building operations. Let us now come 
to a typical list of the securities, other than 
mortgages, held by a savings bank. In this 
list we find, among other things, governmerit 
bonds, state bonds, municipal bonds, etc. 
Has thrift slowed up business by purchas- 
ing such securities? 

Money or savings used in the purchase of 
a railroad bond means also an impulse to 
industry and an impulse having many rami- 
fications. The railroad buys equipment and 
labor. The equipment runs all the way from 
gravel and sand up through the list of com- 
modities and then into a long list of ser- 
vices including the highest scientific skill. 
Need we follow the ramifications of these 
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and the impulses they give through jorests, 
fields, farms, mines, factories, laboratories? 
It is a cycle and out of the cycle spring 
other cycles. 

The Pennsylvania Railroad Company has 
over 19,000 employees who are stockhold- 
ers. They have purchased altogether about 
89,000 shares of the Pennsylvania Railroad 
stock, which shares have a total par value 
of over $4,450,000. Is that thrift an im. 
pediment to prosperity? Their savings are 
in no sense anchored or impounded or taken 
out of the working capital of the nation, 
On the other hand, their thrift adds to 
the working capital and gives it a new im. 
pulse. 

In the year of 1925 the purchases by 
railroads in the United States amounted to 
$1,392,000,000. The thrift which enabled 
a working man or a working woman to 
purchase a railroad bond, a share of rail- 
road stock, or an equipment certificate helped 
to swell this great total of purchases. The 
thrift of the 19,000 employees, instead ot 
being withdrawn, is being used to purchase 
materials with which they work at their 
daily vocations ; rights-of-way on which they 
may build new track; tools with which they 
may construct; materials out which the 
railroad may fashion buildings, etc. 

The more and the better equipment that 
a railroad has the more efficiently can it 
move goods to the ultimate consumer. If 
there are plenty of cars and plenty of en- 
gines, perishable food can be delivered long 
distances in good condition. Markets are 
gained; losses are kept down. 


Savings in Company 
Securities 


HESE 19,000 employees of the Penn- 
sylvania Railroad System probably would 
not contribute more to general prosperity 
by spending everything they earned, and, as 
they earned it, on what might be called con- 
sumers’ goods, but by putting a small part 
of their earnings into the capital stock of 
the railway they are spending in a more 
substantial manner. Moreover, in time of 
need, their railroad securities are market- 
able. Though adding to the purchasing 
power of the railroad, their savings are not 
dissipated—their capital not destroyed. 
The growing practice of corporations to 
encourage men and women employed by 
them to save and to invest some part of 
their savings in the securities of the cor- 
poration is not at the expense of buying 
power. Instead of lowering buying power 
this policy adds to the buying power of the 
nation, for it gives to the saver a better 
anchor so far as he is concerned personally, 
and it gives to the corporation a_ better 
worker, thereby cutting down losses due to 
indifference and lack of interest. 


Reversing the Order of Life 


epee endeavor to produce all that is con- 
sumed would be to reverse the natural 
and logical order of life. 

The consumption of goods can never 


become the great objective in life. We eat 
that we may live; we should not live mere- 
ly to eat. We purchase goods to meet our 
reasonable needs; when purchases are made 
to a degree beyond reasonable needs or 
(Continued on poge 56) 
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An Investment 
Connection 


HE banker, when selecting sound securities for his own 

or a customer’s account, knows from experience the many 
advantages of possessing a close connection with an established 
investment house which is in a position to provide continually 
a broad, diversified list of bonds, short-term notes and com- 
mercial paper. 


Being assured of a ready selection at all times the banker can 
save much time by going directly to the one source of supply. 
Transactions are thus completed expeditiously—a necessary 
factor in everyday banking. Information of pertinent value 
bearing on all investment matters is readily available to him. 
Moreover, as the investment house is thoroughly familiar with 
his individual requirements, it can render the personal service 
which is so essential and important as the bank develops in 


scope and resources. 


A. G. Becker & Co. is in a peculiarly favorable position to serve 
banks effectively, because its activities embrace the purchase 
and sale of bonds, short-term notes and commercial paper. Our 
organization and facilities are developed to make available a 
completely rounded out investment service to banks and our 
representatives are able to make recommendations looking to 
requirements of the bank’s investment account as a whole. 


Inquiries Invited 


. A.G. Becker & Co. 


137 S. La Salle St. 54 Pine St. 
Chicago New York 


ST. LOUIS MINNEAPOLIS MILWAUKEE SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 


When writing to advertisers please mention the American Bankers Association Journal 


17 
rests, 
ries? 
pring 
y has @ 
hold- § 
about | 
lroad | 
Value | | 
im. | 
S$ are | 
taken | 
ation, | 
ls to | 
y im- | 
s by | 
ed to | | 
abled 
n to 
rail- | 
elped | 
The | 
d ot 
chase 
their | 
‘they | 
they | 

the § | 
| 
that | 
in it | 
If | 
| 
long | 
are | 
‘enn- 
ould 
iy | 
las | 
con- | 
part 
< of | 
nore | 
> of 
‘ket- | 
sing | 
not | 
s to 
by § 
of § 
cor- 
ng 
wer | 
the | 
‘tter 
tter & 
to 
| | 
iral 
ver | | | 
eat | 
Te- | 
our 
ade 
or 


AMERICAN BANKERS ASSOCIATION JOURNAL 


ton 
No 
aw 


American 


Traveler 
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abroad 


Nor with the little brass or cardboard tags 
that go on luggage—pbut with the magical sky- 
blue “‘Cheques’’ with which travelers, who know 
how to travel, always ““Cheque”’ themselves for 
Personal Service, and their travel funds for 
Safety, before they start on a journey anywhere. 


16,000 of the most progressive Banks in this 
country are local ‘“Chequing” Stations. It’s a per- 
sonal service these Banks render their traveling 
depositors, since this kind of “Chequing”’ assures 
their depositors of the most necessary of all travel 
requisites— safe and usable money, and Personal 
Service, everywhere. 


Every train that pulls out of your town, this sum- 
mer, will carry one or more of your depositors 
away on a vacation. Wherever they go, in this 
country quite as much as abroad, they need, will 
appreciate, and are sure to have—safe money 
and “The Helpful Hand of a Great Service,”’ if 
your Bank “Cheques” them, before they start, with 


American Express Travelers Cheques 


When writing to advertisers please mention the American Bankers Association Journal 
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New Bank Laws in the States 


By FRANK W. SIMMONDS 


Deputy Manager, American Bankers Association 


There Has Been a General Tightening Up of Statutory Pro- 
visions to the End That Bank Funds Shall Be Better Protected. 
Tendency to Place Responsibility Squarely on Boards of 
Supplementary Safeguards in the Clearing Houses. 


Directors. 


HILE Congress, in enacting the 

McFadden Bill, passed the most 

important financial legislation 

since the Federal Reserve Act, 
the movement designed to better safeguard 
and modernize the operations of state char- 
tered banks made comparable progress. 
There was a general overhauling of the 
banking codes in five states to eliminate all 
archaic provisions and to surround banking 
with the greatest measure of supervision 
and protection consistent with sound prac- 
tice. In many of the other states—where 
the general banking laws were found to be 
satisfactory in the main, but in need of 
strengthening in some features—the banking 
machinery was tightened up. So, among the 
state banks, which compose more than two- 
thirds of the nation’s banking institutions, 
it can be said that the better banking move- 
ment made real headway. 

Reviewing the new laws that the states 
have passed, it cannot be said that anything 
spectacular or radical has been done, and it 
is to be observed that less reliance was 
placed in discredited panaceas, such as guar- 
anty of deposits acts, and more in giving 
statutory effect to principles and policies 
that have been habitually followed by the 
best run banks. Growing recognition was 
given to the clearing house as the chief line 
of defense against bad banking practices, 
and in Iowa, the governor and the state 
bankers association actively urged the pas- 
sage of a law providing for a statewide sys- 
tem of clearing house examination, but this 
was not enacted by the legislature. 


In Two Classes 


S a whole, the new banking legislation 
may be divided into two broad classes 
—laws designed to make banking safer 
through tightening up the statutory provi- 
sions, and measures intended to enable state 
chartered banks to conduct their affairs 
under modern conditions. 

Banking losses and failures during the 
post-war period focussed public attention on 
bank management and, with bankers and 
legislators more alert than ever before to 
throw safeguards around banking to prevent 
further failures, it was to be expected that 
there would be a great deal of constructive 
legislation during 1927 when the lawmaking 
bodies in more than forty states were in 
session. 

There has been no disposition on the part 
of bankers to deny that the losses incurred 
through bank failures have been excessive 
and, while the bank losses following in the 
wake of the post-war depression have been 


Better Banking 


TATE legislatures have 

during the last year tight- 
ened up the statutory pro- 
visions governing banking. 
Capitalisation requirements 
have been increased, loans 
to bank officers have been 
restricted, and there has 
been a fixing of the respon- 
sibility of directors, so that 
men may not hold office 
perfunctorily instead of 
seriously assuming _ the 
duties of a director. Sup- 
plementing these laws there 
has been much voluntary 
action on the part of bank- 
ers to safeguard the busi- 
ness. 


considerably less than the losses in other 
business, they have been too large. During 
the past seven years, more than ten per cent 
of all banking institutions have closed their 
doors, as there have been 3124 bank failures 
in this country, of which 436 were national 
banks and 2688 were state chartered and 
private banks. This has meant an average 
of more than a failure a day; hence it is 
not strange that there has been a concerted 
effort to bring about better banking laws, 
improved banking methods and_ sounder 
practices. 

In the national field, the McFadden Act 
represents the first general revision of the 
National Banking Code since its inception 
in 1863 and it gives to this system a degree 
of permanency, stability and power to serve 
heretofore unknown. In the field of state 
banking, where the legislatures can move 
more quickly to revise the laws to meet 
changing conditions, the moves to adjust and 
modernize the machinery of state bank oper- 
ation and supervision have been more fre- 
quent and, as a consequence, the codes in 
many states have been kept thoroughly up 
to date. For this reason, there was little 
or no activity in several states. 
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There is, of course, another important 
factor outside the province of legislation, 
for bankers are not depending on new laws 
to achieve the desired improvement as much 
as on their own resources. 


By Voluntary Action 


UPPLEMENTING statutory safe- 
guards, the several hundred clearing 
house associations have by voluntary action 
taken the lead in strengthening banking 
through increased efficiency of bank man- 
agement and operation that has greatly les- 
sened all forms of bank losses. By coopera- 
tive action within their own ranks, they have 
largely banished from their membership bad 
banking practices, eliminated losses through 
instituting the clearing house examiner sys- 
tem for keeping banks in prime condition, 
maintained credit bureaus to apprehend 
duplicate borrowers, and levied equitable 
service charges on unprofitable accounts and 
other gratuitous bank services which here- 
tofore have resulted in heavy losses to banks. 
For, after all, banking, like any other busi- 
ness, can be safe only when it is profitable. 
Among the outstanding elements of bank- 
ing legislation in the several states there was 
a very definite trend toward perfecting the 
character of supervision. This was done by 
increasing the power and efficiency of state 
banking departments through freeing the de- 
partments from partisan political control 
and interference—increasing the salary, 
length of term and discretionary power of 
bank commissioners and providing them 
with more adequate staffs of qualified exam- 
iners; creating banking boards to act in an 
advisory capacity with the bank commis- 
sioner; granting the bank commissioner or 
the banking board full power over the issu- 
ance of bank charters, giving the banking 
department authority for making and en- 
forcing reasonable and uniform rules and 
regulations governing bank management; 
empowering bank commissioners to take 
complete charge of and to liquidate failed 
banks as distinguished from liquidation 
through the courts; establishing separate bu- 
reaus for giving closer supervision and reg- 
ulation of building and loan associations. 

In recognition of the greater protection 
to depositors afforded through ample capi- 
talization, many states increased the mini- 
mum capital requirements of banks to 
$25,000 and required the building up of a 
minimum surplus ranging from 10 to 
100 per cent. To encourage the setting 
aside of larger surpluses, which in effect 
provide a form of insurance for the funds 
of depositors, favorable tax laws were passed 
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exempting these reserves from taxation. Leg- 
islation has also been enacted as a further 
element of protection in several states, limit- 
ing the ratio of deposits to capital and sur- 
plus. 

As unwise and excessive loans have 
played such a major part in the fail- 
ures of banks during the past few years, 
laws have been passed to enforce the prin- 
ciple of diversification by cutting down the 
percentage of a bank’s funds that may be 
loaned to a single borrower and to curb 
abuse of lending power by requiring the 
sanction of the full board of directors in 
cases where loans are made to officers or 
directors. To “insure that directors direct” 
one state not only increased and defined 
the responsibilities of directors, but declared 
by law that they must attend meetings at 
regular intervals. Failure to do so will re- 
sult in automatically vacating the office of 
the negligent director. 

Several states have enacted legislation de- 
fining, limiting and clarifying the liability of 
correspondent banks in the collection of for- 
warded items. 

The importance of clearing house associa- 
tion work in promoting safer and sounder 
banking was given statutory recognition in 
several states. 

Several states provided for reciprocal ex- 
emption of taxation on intangibles and non- 
resident decedents. 

There was no indication of a relaxation 

in public policy against the extension of 
branch banking, outside of the larger cities. 
In three states, branch banking was ex- 
pressly prohibited while one eastern state 
gave sanction to the practice. 
. The following specimen statutory pro- 
visions taken at random from the several 
states specifically illustrate the several ele- 
ments in the preceding general trend of bank 
legislation : 


Increased Capital Requirements 


NOTH CAROLINA provides that the 
minimum capital with which a bank 
may begin business’ be raised from $15,000 
as at present to $25,000. Under the old 
statute banks were permitted to begin busi- 
ness when only 50 per cent of their capital 
was paid in. The new law provides that the 
entire capital stock must be paid in, in cash, 
before the bank may be authorized to begin 
business. 

North Dakota requires the creation of a 
surplus of 100 per cent of the capital stock 
by setting aside one-half of the net profits 
annually until that limit is reached. The 
surplus is exempt from taxation in arriving 
at the taxable value of the bank stock. 

Kansas statute now prescribes five years 
actual banking experience as a requisite for 
eligibility to the office of bank commissioner. 

Arkansas prohibits banks and others from 
paying in excess of 4 per cent per annum 
upon deposits irrespective of the nature 
thereof. 

Colorado provides that no person shall 
become an officer, director or employee 
of any bank who has been convicted of 
a felony or who has been convicted of a 
violation of any of the banking laws of this 
state, or of any other state, or of the na- 
tional banking laws. The bank commission- 
ers shall have the power to refuse approval 
of such person in any position in the bank. 


The Board of Directors of every bank 
shall be expressly charged with the manage- 
ment of its affairs, and shall hold regular 
meetings at least once each month. Any 
director who fails to attend three consecu- 
tive meetings of such Board of Directors 
shall automatically cease to be a director, 
unless his absence is satisfactorily explained 
to the State Bank Commissioner, who shall 
notify the president of such bank of such 
approval. A majority of the directors of 
every bank shall be residents of the county 
in which such bank is located, or a county 
or counties contiguous thereto. 

Every director shall be individually re- 
sponsible and liable, equally and ratably, and 
not one for the other, for all losses sus- 
tained by the bank on all excess loans. 

All communications received by the bank 
from the State Banking Department or the 
State Bank Commissioner, shall be sub- 
mitted by the President or cashier to the 
Board of Directors at the next meeting after 
its receipt and entered on the minutes of said 
meeting and notice thereof given the State 
Bank Commissioner. 


Fixing Liabilities on Collection 


NY bank operating in Montana, and re- 

ceiving for collection or deposit any 
check, note, draft, or negotiable instrument, 
many send such check, note, draft or ne- 
gotiable instrument for collection direct to 
the bank on which it was drawn or at which 
it is payable, and it or its agent may accept 
a bank draft in payment of or in remittance 
for such check, note, draft, or negotiable 
instrument, and neither the forwarding bank 
nor its agent using due diligence shall be 
held liable for any loss resulting from the 
acceptance of bank draft in lieu of cash, nor 
for the failure of the drawee bank to remit 
or such item, nor for the nonpayment of 
any bank draft accepted in payment or as 
a remittance from the drawee bank. The 
obligation of the maker upon any such 
check, note, draft, or negotiable instrument 
so handled for collection shall not be dis- 
charged by the charging of such item to him 
on the books of the drawee bank or by the 
surrender of any such item to him by the 
drawee bank, or unless or until such re- 
mittance draft be paid. 

New Jersey passed an act declaring 
unlawful certain practices in connection 
with the issuance, sale, offer for sale, pur- 
chase, offer to purchase, promotion, negotia- 
tion, advertisement or distribution of securi- 
ties within that state, and providing for the 
investigation and prevention of such prac- 
tices. It follows the vigorous enforcement 
of the Martin Act in New York and the 
Securities Act of Pennsylvania. 


Loans to Bank Officers 


RIZONA provides that no officer or di- 

rector of any banking corporation or- 
ganized under the laws of Arizona shall 
borrow money from his bank to exceed 10 
per cent of its capital stock and surplus, and 
stock of a corporation shall not be taken 
as security for any loan; and that no bank 
shall loan any of its funds to any of its 
officers or directors unless it furnishes ample 
security or furnishes a signed and sworn 
financial statement showing a net worth of 
at least double the amount of the loan, and 
in no case shall any loan be made an officer 
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or director of a bank without the approval 
of all the other members of the Board of 
Directors. It further provides that the total 
amount loaned to all active salaried officers 
of any bank shall not exceed 25 per cent of 
the capital and surplus of such bank. Where 
loans are made to active salaried officers 
they must first be approved by all the Board 
of Directors in writing and a copy of such 
approval shall be made and forwarded to 
the superintendent of banks. 


Clearing House Associations 


authorizes the incorporation of 
clearing houses, providing for the 
maintenance of suitable rooms for the con- 
duct of the business of such associations; 
authorizing the establishment and mainte- 
nance of uniformity in commercial usages 
among the members thereof, prescribing the 
type of banking corporations that may be- 
come members of such associations; author- 
izing the acquisition, preservation and dis- 
semination and exchange between the mem- 
bers of such associations, of business infor- 
mation and credit information; authorizing 
the adoption of rules, regulations and stand- 
ards of conduct governing the members of 
such associations; authorizing the employ- 
ment of clearing house examiners and as- 
sistants, their payment and the prescribing 
of their duties; authorizing the adoption of 
rules and regulations by the members of 
such associations governing the admission of 
members to such associations and their ex- 
pulsion therefrom; authorizing the joining 
with other clearing house associations in the 
joint employment of clearing house examin- 
ers and the maintenance of a system of 
clearing house examinations; and the au- 
thorizing the adoption of such rules as will 
contribute to the safety of the members and 
the protection of the depositors. 

Missouri provides for the transfer of 
supervision of building and loan asso- 
ciations to a separate bureau, and released 
for bank supervision several examiners who 
had been assigned to building and loan work. 
The new building and loan supervision bu- 
reau will have its own examiners. 

Texas repeals in toto the guaranty fund 
law and the guaranty bond scheme for pro- 
tecting depositors. 

Utah enacts the Arbitration Act recom- 
mended by the commissioners on Uniform 
State laws. 

Maryland provides that all banking in- 
stitutions shall have until forfeiture the right 
of perpetual succession. 

Nebraska forbids branch banking in the 
State of Nebraska and provided that a bank 
shall not receive deposits nor pay checks 
except over the counter of and in its own 
banking house. 

Oregon provides for reciprocal exemption 
of taxation on intangibles of non-resident 
decedents. 

Colorado provides that the combined cap- 
ital and surplus of every bank shall be equal 
to at least 10 per cent of its average daily 
deposits during the last preceding calendar 
year; provided, however, that when the sur- 
plus’ of any bank shall equal or exceed the 
capital thereof, then in the discretion of the 
state bank commissioner, the combined 
capital, surplus and undivided profits shall 
be equal to at least 10 per cent of its aver- 
age daily deposits during the last preceding 
calendar year. 
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This new Todd machine signed 
28,000 checks in four hours! 


The new Todd Check Signer used by the Lincoln-Alliance Bank, 
of Rochester, put a safer signature on 28,000 Eastman Kodak 
dividend checks with a saving of 146 hours of executives’ time. 


Tuis remarkable machine 
takes checks in sheets of four, 
five or six and imprints them 
with a reproduction of a genu- 
ine signature and photograph 
at the phenomenal rate of 7500 
an hour. The process is one 
in which the actual signature 
plates, locked in the machine, 
never touch the paper. 

The Todd Check Signer 
requires the services of only 
one employee. An executive 
simply supervises. Think of 
the saving of time this means 
in a busy organization. 

F. S. Thomas, Esq., First 
Vice-president of 
the Lincoln- 
Alliance Bank, 
of Rochester says 


of the Todd Check Signer and 
Super-Speed Protectograph: 

“Heretofore, it has required 
one hundred and fifty hours 
for officers of the Lincoln- 
Alliance Bank to sign the 
28,000 Eastman Kodak divi- 
dend checks. By means of the 
Todd Check Signer the work 
was done in four hours. 

“The 28,000 dividend checks 
were amount-written on the 
Super-Speed in less than thirty 
hours, as against one hundred 
hours consumed in doing the 
same work by the fastest 
method previously devised.” 

This is one example of the 
saving that the Todd Check 
Signer and Super-Speed Pro- 
tectograph effect. Big banks 


and businesses cut down office 
routine and free their execu- 
tives from the wasteful hours 
spent in check signing by the 
installation of the Super- 
Speed Protectograph for writ- 
ing amounts and the Todd 
Check Signer for applying 
signatures. 

A Todd representative 
will give you complete infor- 
mation on the adaptation of 
the Todd System to the re- 
quirements of your business. 
The Todd Company, Protec- 
tograph Division. (Est. 1899.) 
1176 University Ave., Roch- 
ester, N. Y. Sole makers of the 
Protectograph, Super-Safety 
Checks and Todd Greenbac 
Checks. 


TODD SYSTEM OF CHECK PROTECTION 


When writing to advertisers please mention the American Bankers Association Journal 
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You invest large sums 
in the safest ‘“‘safes,” 
why not use “‘the safest 
safety paper?” 


the slightest erasing 


CWrite 
today for 


sample book show- 
ing various types of 
lithographed and 
printed checks on 
this new safety 
paper. 


WHEN your wife picks out a wall paper for the 
nursery, she prefers a pattern — Because A Part- 
TERN Dogs Not SHow Marks. Which do you pre- 
fer,a patterned safety paper — tiring your eyes with 
repetition of useless design — or a plain color, which 
shows any attempt at alteration? The safest of the 


safety papers, GILBERT SAFETY Bonp. 


MANUFACTURED BY 


GILBERT PAPER COMPANY 


Menasha ~ Wisconsin 


ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES 


When writing to advertisers please mention the American Bankers Association Journal 
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Will the National Bank Note Go? 


Deputy Manager, American Bankers Association 


By E. E. MOUNTJOY 


The Initial Step in a Program of Retirement Has Been Taken 
But Complete Retirement Cannot Be Effected Before 1930. 
Many Petitions for Retention of the Privilege by the 1648 
National Banks Now Using the Note. Saves United States Money. 


FTER more than sixty years of con- 
tinuous service to business and to 
the government, the national bank 
note faces an uncertain future. 

Whether it will retain its important place 
in our monetary system, or whether it will 
be supplanted by another note of great util- 
ity is problematic. Complete retirement 
cannot be effected prior to 1930. However, 


the near approach of that year has given. 


rise to much discussion and to many peti- 
tions by national banks for retention of 
their issue privilege. 

Should national bank notes be eliminated, 
necessarily their place would be taken by 
Federal Reserve notes. When this possi- 
bility is considered, the mind immediately 
turns to a comparison of the two kinds of 
notes. Admittedly the latter embody some 
very desirable features. In weighing their 
relative merits, however, as in judging the 
value of any other instrumentalities, adapta- 
bility to the purpose for which they are in- 
tended determines their worth. Though the 
very great importance of the elasticity fea- 
ture of Federal Reserve notes is recognized, 
the conclusion that they should supersede 
all other currency not similarly endowed is 
not warranted. The test of the desirability 
of national bank notes is not whether they 
possess all the serviceable characteristics of 
other currency. Rather it is whether they 
meet the demands made upon them; whether 
they serve satisfactorily in the position they 
cccupy, supplemented, as they are, by Fed- 
eral Reserve notes. 


The Theory of a Primary 
Market for Bonds 


HE national banking system rests upon 

the basic law of 1864. It was enacted 
to provide a national currency secured by 
a pledge of United States bonds. It re- 
quired as a prerequisite to the opening of 
a national bank that it should purchase and 
deposit with the United States Treasurer 
government bonds for which currency equal 
to 90 per cent of the value of the bonds 
could be issued. From time to time, as 
necessity arose or as conditions permitted, 
the law was amended. The amount of capi- 
tal required to be invested in bonds was 
changed a number of times. In 1908 it 
became possible to issue currency in excess 
of capital. At another time one-half of 
the total circulation authorized was appor- 
tioned according to population and the re- 
mainder was distributed on the basis of 
banking needs. The enactment of these and 
other minor changes, however, did not dis- 
turb the theory that national banks, as crea- 


tures of the Federal government, were the 
primary market for bonds, and that out of 
those banks a considerable portion of the 
needed currency should issue. 

Throughout the entire period of those 
various amendments, bond purchases _re- 
mained compulsory. That resulted in prac- 
tically all national banks issuing currency 
to the full amount of their capital. It made 
bond purchases and note issues an historic 
part of national banks. They remain so 
even at the present time, and banks oper- 
ating under national charters, having met 
all the requirements incident to the exer- 
cise of the note issuing privilege, feel that 
the service rendered and the inherent ad- 
vantages of national bank circulation war- 
rant their appeals for its continuation. 


Reduced the Burden 


HE advent of the Federal Reserve Act, 

authorizing the issuance of currency 
backed by commercial paper and gold, less- 
ened materially the burden resting upon 
national bank notes. It removed the neces- 
sity for further experiments with proposals 
for expanding and contracting the volume 
of such notes to meet business needs. It 
placed that responsibility wholly upon the 
Federal Reserve notes, and relieved the 
former from the strain of attempting to do 
something for which they were neither fit- 
ted nor intended, and the inability to per- 
form which gave rise to much of the senti- 
ment expressed against them. It allowed 
them to settle back into their rightful place, 
where they can and do perform satisfactorily 
the work expected of them. 

The appearance of the Federal Reserve 
note even made it possible to permit na- 
tional banks to retire such of their circu- 
lation as they wished to relinquish. How- 
ever, there was no compulsion about retire- 
ment. It was not made imperative. It was 
simply a permission, and though it was 
given in 1913, there has been no considerable 
movement in that direction. What would 
have happened had circulation bonds not 
risen in price during the World War per- 
haps is debatable. The premium commanded 
by them made ineffective the power vested 


23 


in the Reserve banks to make purchases 
at par from members wishing to no longer 
exercise their issue privilege. It is not diffi- 
cult, though, to conclude that had banks 
not prized their circulation, more of them 
would have disposed of their bonds at the 
attractive premium available. 

Certain it is that the expectations of the 
framers of the Reserve Act, that national 
banks would be eager to retire their cir- 
culation, have not materialized. The privi- 
lege has extended over a period of four- 
teen years, but it has not lessened sub- 
stantially the volume of notes outstand- 
ing. The total is now somewhat smaller, 
but that is attributable to the forced re- 
linquishment of all currency supported by 
the 3 per cent bonds of 1918 and the 4 
per cent bonds of 1925, which were re- 
deemed. Bonds bearing the circulation 
privilege exist now in only a very limited 
volume. Only the Panamas, callable since 
1916 and 1918, and maturing in 1936 and 
1938, and the Consols redeemable in 1930, 
remain. They secure $665,000,000 of cir- 
culation, substantially the same amount as 
they did in 1914, and practically all of them 
are pledged for that purpose. 


Initial Step in Retirement 
Program 


HETHER or not national bank cir- 
culation should be continued is a 
question on each side of which are ranged 
strong advocates. Neither among bankers 
nor among government officials do opin- 
ions all agree. In his report for 1924, 
Secretary Mellon stated that the redemp- 
tion of the circulation bonds of 1925 might 
be said to be the initial step in a program 
which, if uninterrupted, will result ultimately 
in the retirement of all bonds bearing the 
circulation privilege. However, no one can 
foretell accurately now whether that stil! 
will be the attitude of the Treasury Depart- 
ment in 1930. Expressing the opposite view, 
many strong pleas are voiced by national 
bankers individually from all over the 
United States. Likewise, in its Annual Con- 
vention in Chicago in 1924, and again in 
Atlantic City the following year, members 
of the National Bank Division of the Ameri- 
can Bankers Association expressed their 
confidence in national bank circulation and 
by resolution petitioned for its continuation. 
The premium on bonds during the last 
few years reduced the monetary advantage 
of circulation until it is very low. How- 
ever, on Dec. 31, 1926, the great majority 
of national banks—to be exact, 6478 of them 
(Continued on page 62) 
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If Farming Were More Efficient 


By DAN H. OTIS 


Director, Agricultural Commission, American Bankers Association 


Our Present Supply of Livestock Products Could Be Produced 
With Millions Fewer Animals at Great Saving in Cost. By the 
Adoption of Improved Methods, Efficiency per Animal Can Be 
Readily Increased 30 to 50 per cent; More in Case of Poultry. 


HE indices of productivity of labor 
in several industries show a remark- 
able increase in output per man since 
1914. For instance, in the iron and 
steel industry an increase of 59 per cent; 


boots and shoes, 6 per cent; leather tanning, 
26 per cent; slaughtering and meat packing, 
27 per cent; petroleum refining, 83 per cent; 
paper and pulp, 34 per cent; cement, 61 per 
cent; automobiles, 172 per cent; rubber tires, 
211 per cent. These lowering costs of pro- 
duction have made it possible for industry 
to face the hazards of over-production. 

Industry has laboratories that are lower- 
ing production costs. In the agricultural 
colleges the farmers have their laboratories 
—experiment stations that are constantly 
working on problems affecting farmers’ in- 
terests, and in them many methods. have 
been worked out by which it is possible 
to materially increase the yield, reduce the 
cost of production and follow the same 
business principles that have been followed 
by industry. 


Great Saving Possible 


6 Gry accompanying table shows what each 
of seven classes of live stock is produc- 
ing; what each of these classes could be 
made to produce by improved methods, and 
finally what the saving would be in each 
class. It gives a total national saving of 
over two billion dollars. The table is es- 
pecially interesting when it is considered 
that, if this saving were equally distrib- 
uted the country over, it would mean $80,- 
000 more in the district of each of the 
country’s 28,800 banks. 

From this table it will be noticed that, 
if we could obtain a reasonable average 
production per head, then the number of 
milch cows could be reduced from 22,000,- 
000 to 13,000,000, or a reduction of 9,000,000, 
and still maintain the present supply of dairy 
products. This would involve increasing the 
production per cow from 3549 pounds of 
milk to 6077 pounds, an increase that would 
be easily possible by good selection, breeding 
and feeding. 

Beef animals vary in age all the way 
from one to three years. The present num- 
ber of animals slaughtered and inspected 
would be sufficient under improved methods 
to produce the present amount of beef, and 
feed the animals only one year. Taking 
the amount of beef that could be reasonably 
obtained from a two-year-old we find that 
it would be possible to keep up the present 
supply of beef and cut down on the num- 
ber of animals slaughtered by 3,684,000. 
This would effect a large saving in feed. 


In a similar manner our present supply 
of slaughtered and inspected mutton and 
lamb could be supplied with 2,661,000 less 
animals, and it is possible to furnish our 
present supply of wool and reduce the num- 
ber of sheep by over 7,000,000. 


Our pork products are now produced from 
swine that average 136 pounds dressed 
weight. Under improved methods we ought 
to get pigs that would produce 150 pounds 
dressed weight at 6 months or 225 pounds 
at 9 months. At the latter age it would 
be possible to maintain the present supply 
of slaughtered and inspected pork and cut 
down nearly 17,000,000 on the number of 
hogs to produce it. 

Much interest has been aroused over the 
country by the ton litter contest. In a 
number of instances these litters have even 
exceeded two tons. If brood sows were 
developed so as to produce ton litters, it 
would be possible to obtain from each 
litter at least 1500 pounds dressed meat, 
which would make it possible to cut down 
the number of brood sows from 9,000,000 
to 6,000,000, a saving of 3,000,000 head. 


Egg Production Inefficient 


W tee egg production per hen is exceeding- 
ly low, amounting to only 56 eggs per 
year. Under the direction of the colleges of 
agriculture there have been carried on tests 
with demonstration farms which show it is 
easily possible to have flocks able to pro- 
duce an average of 135 eggs per hen, or 
more than double the present production. 
If this were done throughout the United 
States, we could dispense with 239,000,000 
hens, and still maintain the present produc- 
tion of eggs. 


The importance and significance of qual- 
ity production in our live stock is well il- 
lustrated in some figures taken from Wis- 
consin, where over 5000 cows belonging to 
cow testing associations have made definite 
records. Results are shown in the follow- 


ing table: 


Av. Lb. 
No. of Cows Butterfat Total Cost Profit 


It will be noticed that with each increase 
of about 50 pounds per cow of butterfat, 
there is an increase of $16 to $18 per cow 
in net profit. 


Told in Terms of Interest 
250 pound cow, which produces $16 


profit, represents 6 per cent interest on 
$266. The 445 pound cow producing $78 
profit represents 6 per cent interest on $1,300. 
In other words, one 445 pound cow will pro- 
duce as much net profit as five 250 pound 
cows. Any surplus in dairy products can 
readily be taken care of by simply elimi- 
nating unprofitable or low-producing cows. 

On the ranches in the plain region of 
Colorado, the operator’s returns on his in- 
vestment varies from minus 28 per cent to 
plus 7.6 per cent; the mountain ranches show 
returns on the investment ranging from mi- 
nus 3.2 per cent to plus 11.4 per cent. 

Similar conditions to these are found in 
all classes of live stock and in all states. 
These figures indicate that intelligence needs 
to be applied to reducing the cost of pro- 
duction in agriculture as has been done in 
industry and manufacturing. 


United States Livestock Production 


Per 
Head 


1. 
3640 fos. 


Number Production 


22,290,000 | 9,198,303, 635 gal. 
79, 105,411,261 Ibs. 


9,853,000Ibs.*|4, 935, 000, 000 Ibs.f 


Mutton and lamb.| 12,001,000*} 467,000,000 Ibs.t 
35,590,159 | 227,105,177 lbs. 
43,043, 000*|5, 860, 000, 000 Ibs.t 


Sheep-wool 


9,176,000 |9, 210,000, 000 lbs.t 


Chickens 409, 290,849 |1,913, 245, 129 56 eggs 
*Slaughtered and inspected. +Dressed weight. 


24. 


3 yr. 1000 ibs. 
38.8 Ibs.t||50 Ibs.t 
6.38 Ibs. |/8 Ibs. 


136 Ibs.t}/6 mo. 150 Ibs.t| 39,066, 666 
9 mo. 225 Ibs, 044 16,998, 556 


1000lbs.t}| 1500 Ibs.¢ 
(litter) 


Possible by Improved Methods 
Head 


$90.00 |$834,553,710 


Number | Reduction 
Needed | in Number 


13,017,181} 9,272,819 


Per Head 


706 gal. 
6077 Ibs. 


853 
75.00 |276,318,750 
000 


4,918,000 
2,661, 000) 
7,202,012 
3,976,334 


8.00 57,616,096 


37.50 | 637,445,850 
3,036,000} 15.00 | 45,540,000 
(ton litter) 

2.25 | 538,255,386 


135 eggs 170, 066, 233/239, 224, 616 


Total 
Per 


$2,389, 729, 792 
bank (28,800).......... a 82,976 


$98.60 $ 33 
BSS 445 146.00 78.00 q 
~ 
4 
Kind Total q 
Saving 
Dairy cows....... 4 
1 yr. 500 Ibs 
9,340, 000 
28,388, 147 
Brood sows....... 
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Meeting the banking needs 


of modern business 


Business today demands banking facilities 
on an unprecedented scale. The ability and 
willingness to meet these demands of busi- 
ness characterize the service of the Illinois 
Merchants Trust Company. Its specialized 
facilities for commercial banking, foreign 
banking,investment banking, savings, and 


trusts are attuned to present day require- 
ments. Banks, investment houses, manu- 
facturers, public utilities, merchants, 
importers and exporters— all are accus- 
tomed to having their widely varying 
requirements met adequately and satisfac- 
torily by this modern banking institution. 


ILLINOIS MERCHANTS [RUST COMPANY 


Capital & Surplus 45) Million Dollars 


CHICAGO 


When writing to advertisers please mention the American Bankers Association Journal 
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Night and Day 


Tue City Hall Station of the New York Post Office is on 
Broadway, directly opposite the Woolworth Building, the 
home of the Out-of-Town Office of American Exchange 
Irving Trust Company. 


As each mail is sorted at the Post Ofhce, messengers from 
the Bank collect the letters for this Company, and,whether by 
night or day, deliver them at once to the Out-of-Town Office. 


No time is lost. 


American Exchange Irving Trust Company speeds up the 
handling of business of out-of-town correspondents in every 
way possible. Quick action is taken. Collections are made 
without delay. The correspondent is notified promptly when 


funds are available. 
OUT-OF-TOWN OFFICE 
AMERICAN EXCHANGE 
IRvING TRusT COMPANY 


Woolworth Building, New York 


When writing to advertisers please mention the American Bankers Association Journal 
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He Never Used the Capital “TI” 


By MITCHELL IVES 


A Country Banker, Whose First Bank Equipment Consisted 
of a Chunk Stove and a Wooden Counter, Leaves an Estate of 


More Than a Half-Million Dollars and a Most Unusual Will. He 
and His Partner Always Commenced the Day in the Same Way. 


HE influence that a country banker 
exerts in the upbuilding of his com- 
munity and in shaping the lives of 
the many people with whom he 
comes in contact is rightfully an American 
tradition. A few months ago a country 
banker in Illinois passed on after living 
for more than eighty years, leaving behind 
a will, containing a number of unusual be- 
quests that gave ample assurance of his 
influence being felt for a long time to come 
in at least two communities. The man was 
N. A. Petrie. When he died at Ashton, 
Ill., the probating of his will revealed that 
he had left an estate worth more than a 
half million dollars. In his last testament 
he recounted that during his boyhood days, 
in a small village in New York state, he 
had been so poor he had to go down to 
the village barefoot because he had no shoes. 
Mr. Petrie was a pioneer banker—and 
the various steps in his career may be found 
to have been matched by a number of other 
successful country bankers. In a way, his 
life may be regarded as a cross-section of 
their experiences. 


HE migratory urge of the time took 
him toward the undeveloped West, for, 

in the early sixties, he left New York state 
for Ashton to gain employment from a 
cousin, who had set up a small business. 
This was the beginning of a sort of Jona- 
than-and-David association, and in a year 
or so he formed a partnership with the 
cousin and entered the grain business, op- 
erating a small elevator. In those early 
days, every bit of grain was handled in 
sacks and was carried or wheeled aboard 
the cars—so long hours and hard work were 
no strangers to them. Later a lumber yard 
was added. At the end of the Civil War, 
the two partners decided to go into the 
general merchandise trade. As trusted men 
in the community, it was natural that they 
should in tinie become the town’s first hank- 
ers. It was a modest beginning, though— 
the first equipment consisting of a chunk 
stove and a wooden counter. The private 
bank prospered, but in 1889 the town of 
Ashton was swept by a disastrous fire, near- 
ly the entire section being laid waste. An 
example of bankers’ fortitude was shown 
when the partners—Mills and Petrie—re- 
built the business section. From that date 
on, he was active in all affairs of the town. 
Certain personal characteristics devel- 
oped. Mr. Petrie drew strength and wisdom 
from the Bible, which in the course of his 
long life he had read through many times. 
Of fixed religious and spiritual habits, it 
was his custom to set himself up for the 
business day by recourse to the Bible. His 


partner was a man of similar character, 
and a mutual understanding existed be- 
tween them which rose above the details 
of their business enterprises. No matter 
how widely separated they were, it was their 
custom to read the same chapter of the 
Bible at the same hour each morning. 

As might be assumed from the foregoing, 
this many-sided man had a code of ethics 
which in business made no compromises for 
the sake of expediency. He owned a large 
number of store buildings, and he felt a 
certain responsibility as to the nature of 
the business conducted in them, in conse- 
quence of which responsibility he never per- 
mitted one of them to be used for saloon 
purposes. Another article in his code of 
ethics may be inferred from his manner 
of using the personal pronoun “I”; in all 
of his letters he wrote the “i” small—instead 
of capitalizing it. 

Always taking a keen interest in politics, 
which he held to be the duty of every good 
citizen, he was never active in his own 
behalf. For many years he was treasurer 
of the village and treasurer of the school 
fund. 

In many ways his characteristics and the 
events in his life are the counterpart of 
those of many country bankers who have 
grown up with a town and have won the 
distinction of being one of the leading 
citizens. 


R. PETRIE had a unique homestead 

near Parish, the place of his boyhood 
home. Even the barns and garage had a 
different touch. Some years ago he hired 
an artist to go from Chicago to this home- 
stead to paint pictures on his barns and the 
garage door. One of the pictures on the 
cowshed door was a reproduction of the 
famous Bull Durham of tobacco fame. On 
the main doors of the barn there appeared 
likenesses of two of his family horses. On 
the garage there was painted a replica of 
an old-fashioned automobile. 

Mr. Petrie did not wait until his death 
to give part of his wealth to the commu- 
nities of his boyhood and of his business 
life. He recognized the worth of the com- 
munity center in the small town. Several 
years ago he created a trust fund of $75,000 
to build a memorial library and gymnasium 
at Ashton. Previously, he had given a 
memorial library to Parish as well as a 
gymnasium. Mr. Petrie believed that the 
life of a community should center around 
the library and a gymnasium. One room 
was designated as a meeting place of men 
who had served their country in time of 
war—for Mr. Petrie was outspoken in his 
praise of the nation’s defenders, and for 
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decades sponsored the holding of memorial 
services in their honor each year. 


HERE were many sentimental provi- 

sions in his will. The first bequest was 
a gift of $1,000 each to the churches of 
Parish and Ashton. The Sunday schools 
in Ashton received a similar amount, while 
the three in the township of Parish were 
given $500 each. 

To the oldest man and the oldest woman 
residing in Parish was bequeathed $100 each. 

A trust fund of $5,000 was created, and 
it was directed that the services of a min- 
ister of the gospel should be secured for 
one day during each summer to select a 
verse from the Book of Psalms and deliver 
a sermon in front of the mausoleum in 
which Mr. Petrie’s remains were to rest. 

Recalling “what insufficient means stand 
for,” he included a provision that $10 each 
should be given to all persons who were 
being supported or aided by the township 
of Parish. “I well remember that real 
poverty needs cheer,” he observed, after 
mentioning that until he was ten years old 
he had gone barefoot from early spring to 
late fall. 

After making numerous personal bequests, 
Mr. Petrie directed that the residue of his 
property be divided into equal fifth parts 
and given to maintain the churches, libraries 
and gymnasiums of the two towns. It was 
believed that a sum running into six figures 
might be left to each of the small towns 
after all of the other provisions were car- 
ried out. 


Other Countries Follow 
Reserve Act Pattern 
CCORDING to 


Reginald McKenna, 

chairman of the Midland Bank of 
London, thirteen countries have adopted in 
principle the Federal Reserve Act since the 
World War in reforming their central bank- 
ing institutions. The countries he named 
are Albania, Austria, Chile, Colombia, 
Czechoslovakia, Danzig, Ecuador, Esthonia, 
Germany, Hungary, and India. Other coun- 
tries that have projected similar reforms 
are Latvia, Lithuania, Peru, Poland, Russia. 
and South Africa. 

All of this has been done “under the com- 
pelling influence of a single idea—the ne- 
cessity of providing an elastic currency by 
economy in the use of gold reserves, with 
the effect of giving greater freedom to the 
central bank in the control of credit,” Mr. 
McKenna states. 
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Banks Feel Insurance Company 
Competition for City Loans 


By LEWIS ALEXANDER 


Insurance Funds Are Poured Into Larger Cities At Low Rates 
On Urban Properties and Promise to Force Banks to Lower 
Their Charges. Mortgage Money at 5 and 5/4 per cent Reported 
in Many Cities... New Buildings Erected With This Capital. 


NDER the heading of new com- 

petition in the realm of finance, 

add to the lengthening list the 

rivalry of the large insurance com- 
panies for loans on city property. 

There is hardly a sizable city in the 
United States where bankers do not re- 
port that the big insurance companies are 
pouring in funds to be loaned at rates that 
are lower than those at which the banks 
have been lending on the best improved 
urban property. In a number of cities hav- 
ing a population of less than $250,000, the 
insurance companies have lent as much as 
a million dollars on a single structure. 
Many of the fine new office buildings are 
being erected by the proceeds of mortgage 
loans obtained from the representatives of 
the insurance companies. 

Where banks have funds of their own 
seeking investment, this growing competi- 
tion has brought about a situation that can 
be met only by a reduction in the rates at 
which money is loaned on choice properties. 
In some instances, bankers report that the 
insurance company loans have been made 
at rates as low as 5 per cent, and real 
estate mortgage loans have been closed in 
a large number of, cases at 5% per cent. 
If the banks are required to lend their 
funds at a lower rate, it appears to be in- 
evitable that they lower the interest paid 
on deposits. But, if this be done, they face 
a further loss of savings to the building 
and loan associations and other agencies 
seeking to win the savings of the people. 
This is the dilemma of the banks at the 
present time. 


A Satisfactory Outlet 


O mystery surrounds the investment 
policies of the life insurance com- 
panies. 

The last year and the first half of 1927 
witnessed record payments in life insurance 
premiums. Obviously it is necessary for 
the companies to find an investment outlet 
for that part of the accumulated funds in 
excess of their payments to policyholders, 
beneficiaries, and for expenses. In view of 
the unfavorable conditions in agriculture, 
the insurance companies have refrained from 
increasing to any considerable extent loans 
on farms. The return to be obtained on 
high-grade bonds has been growing less and 
less, so, apart from the desire of the insur- 
ance companies to invest their funds so as 
to be of the greatest benefit to the whole 


public, the field for profitable investment 
has narrowed down so that the city real 
estate field, where from 5 to 6 per cent can 
be obtained, is one of the most satisfactory. 

Within the past two years, the city mort- 
gage loans made by fifty-two legal reserve 
life insurance companies, holding more than 
95 per cent of the admitted assets of all 
United States legal reserve companies, in- 
creased more than a billion dollars! The 
expansion in this class of investments far 
outshadowed that in public utilities, in rail- 
road bonds or in any other type. 

It is easy to understand why bankers are 
feeling this increasingly keen competition 
for these loans. 

In 1925, mortgage loans on farms made 
by the insurance companies increased only 
$77,232,000. On city property, the gain was 
$487,301,000. 

In 1926, farm loans increased only $81,- 
104,000, while other mortgage loans in- 
creased $616,576,000. 

The change in the direction of investments 
on mortgages from farm to city has been 
impressive during the past few years. Just 
six years ago the insurance companies had 
more money loaned on farm lands than they 
had on urban property. At the close of the 
last year they had less than two billion 
dollars out on farm lands and more than 
$3,100,000,000 out on other mortgage loans. 
This drift has been hastened by the estab- 
lishment of the Federal Farm Loan Sys- 
tem, as the farmers have found it possible 
to obtain their mortgage loans at a lower 
rate of interest and over a longer period 
of years, and the tremendous increase in 
building, for which the insurance companies 
supplied a large part of the funds. 


Banks’ Profits Cut 


T requires no stretch of the imagination 

to realize that the advent of the Federal 
Farm Loan System has taken away profits 
from the country banks and that the in- 
surance companies, by offering real estate 
loans at lower rates than the banks have 
been accustomed to make them, are narrow- 
ing the margin of profit that the city banks 
can obtain on that part of their loanable 
funds which has been devoted to mortgage 
loans. 

“In our city,” the president of the largest 
bank in a thriving southern town of 200,000 
said, “the insurance companies are lending 
large sums of money on city property. One 
of the great companies recently made a 
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loan of a million dollars on a single build- 
ing, at a rate of only slightly more than 
5 per cent, including commissions. A num- 
ber of loans have been reported at 534 per 
cent. The banks have been charging 6 per 
cent, but it, seems to me that there is no 
choice but to meet the competition. This 
will mean that the banks will get a smaller 
return—and the only recourse may be to 
reduce the rate of interest that we pay on 
savings deposits. 

“There is no longer much money to be 
made on strict commercial banking. If it 
were not for the by-products of banking, 
I don’t know how the banks would live. 
From conversations that I have had with 
bankers in other cities, I am persuaded that 
this observation is not local—but is applica- 
ble to a large number of towns throughout 
the United States. The spread between the 
price banks pay for money and the figure 
at which they lend it is so narrow today 
that the difference is pretty much absorbed 
by the cost of doing business. With this 
condition prevailing in the commercial field 
and the competition on the part of the in- 
surance companies forcing down the rates 
on city property, it is clear to me that the 
banks will have to develop their line of by- 
products if they are to earn dividends for 
their shareholders. 


The Favorable Side 


éé7PN"HERE is a favorable side to the in- 
creasing activity of the insurance com- 
panies in city property loans. The structures 
erected with their capital build up the com- 
munity. The amount of money that they can 
advance on a single property runs far more 
than the loan limit of any single bank—and 
this is a factor that the banker, who is inter- 
ested in the development of his community, 
is not inclined to overlook. In the older 
and more thoroughly developed sections of 
the country, where the banks have more 
funds than are needed for the local com- 
mercial demand and have to look for out- 
side investments, it is natural that they 
should feel this competition to a greater 
extent than banks in the more undeveloped 
sections, where capital is more badly needed. 
“But even this wholesome reflection does 
not improve the situation for banks that 
are being forced to accept a smaller return 
on their loans.” 
The - insurance companies are not only 
going after the large mortgage loans, but 
(Continued on page 64) 
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ART Is GooD BUSINESS 


The Building World Discovers 


Bank of Smithtown, Smithtown, N. ¥. 
Morgan, French & Co., Architects 


HE world has long recognized 
that, where beauty and perma- 
nency are the aim, there is no sub- 


stitute for natural stone. 

And now modern American 
building has made an impor- 
tant discovery. Good art in 
building pays! There are cold, 
commercial advantages in 
enduring architecture, finely 
wrought by master builders 
in stone. Advantages so im- 
portant that for dollars-and- 
cents reasons the greatest 
structures of modern times 
are now being built of Indiana 
Limestone. 

Indiana Limestone is a 
dense, fine-grained, light-col- 
ored stone, easily worked, yet 
practically everlasting. Most 
of the finest stone buildings 
in America are of Indiana 
Limestone from the quarries 
of this-;company. 

The extent and location of 
the Indiana Limestone Com- 


That explains why the best 

of medern building is in nat- 

ural stone—the material of 

which architectural beauty 

throughout the ages has 
been wrought 
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practical advantages of 

Indiana Limestone as 

given by leading build- 
ing authorities 


The artistic appeal of Indiana 
Limestone attracts the very 
best clients, or in commercial 
buildings the most desirable 
type of tenants. Thus insuring 
steady high income from well- 
filled buildings. 

The exterior upkeep on an In- 
diana Limestone structure is 
lower than on any other kind. 
Indiana Limestone’s weather- 
ing properties make it more 
permanent and therefore better 
from an investment standpoint. 


@ 
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Detail, Federal Reserve Building, St. Louis, Mo. 
Mauran, Russell& Crowell, Archts. Sevenof the large 
and important Federal Reserve Banks are of Indiana 
Limestone and another one partly built of this material 


Home Savings Bank, White Plains, N. ¥. 


Holmes & Winslow, Architects 


‘Built of Variegated Indiana Limestone 


pany quarries make possible prices 
that compare favorably with those of 
any other natural stone and frequently 


with those of substitutes. 


The Indiana Limestone 
Company is a consolidation 
of 24 companies. Capitalized 
at over $40,000,000.00, it has 
facilities for handling any 
number of large contract 
operations. Thus prospective 
builders are assured a service 
on Indiana Limestone second 
to none. 


Special book on 
bank buildings 


For your bank or other build- 
ing, whatever its nature, con- 
sider Indiana Limestone. A 
beautifully illustrated book on 
Indiana Limestone and _ its 
uses in bank buildings will be 
mailed on request. Address 
Box 776, Service Bureau, 
Indiana Limestone Company, 
Bedford, Indiana. 


When writing to advertisers please mention the American Bankers Association Journal 
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Live, stirring, “moving 
air—in place of stuffy, 
stagnant conditions 


OWHERE is there much greater discom- 
N fort than in bank vaults and coupon 
rooms. All such conditions can be imme- 
diately remedied by 


Fandoliers 


(Patented Diffusing Fans) 
Ceiling Type 


The only electric fan of its kind that sheds 
(not blasts, but) intermittent waves of gentle air 
currents over wider areas, and makes a bank’s 
patrons forget that they are in close quarters. 


For the Comfort of Patrons who cut 


coupons, as also for the increased efficiency $ 
of those whose work is in ill-ventilated, 
confined spaces. 


HE Continental Equitable Trust Co. (note 
ir illustration) is but one of the many 
banks that are providing every possible means 
for the comfort of their customers, as also bet- 
ter working conditions for their employees. 


Fandoliers, 


all models; Ceil- 
ing Type (shown 
here), Pedestal 
Types, and acom- 
bination of Fan- 
DOLIER and the 
Fandolier-Chandelier 
shown opposite, 
ready for imme- Fanpouier combined with electric light fixture, thus 


diate deliveries! providing two necessities in ONE permanent fixture. 


Tue Sarety Car HEATING AND 


LIGHTING CoMPANY _ fixture, and use it on future 
Fandolier Sales Division orders." 
75 West Street, New York City The Mosler Safe Company. 


When writing to advertisers please mention the American Bankers Association Journal 
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Faith and Facts as to Trade Chances 


With Russia 


By ROBERT CROZIER LONG 


Present and Future Possibilities of Commerce With the Great 
Domain Grossly Exaggerated. Even Before the War Her Im- 
ports Fell Far Below Those of Belgium and Holland. Soviet 
Now Working on a Plan to Make the Country Self-Sufficient. 


VERY time the Soviet Union gov- 

ernment, by inimical acts or re- 

inforced propaganda, puts the pa- 

tience of foreign countries to a test, 
the question arises whether Russia’s trade 
is really worth troubling about. 

In Europe the question is much alive 
owing to the breaking of relations by Great 
Britain. British opinion varies. As the 
result of this action, say some, Eng- 
land will politically justify herself and 
sacrifice only the chimera of a share 
in Russia’s insignificant trade. By break- 
ing off relations, retort others, Eng- 
land will also sacrifice her share in the 
potentially vast Russian trade of the future. 
This is quite as much an American as a 
British question, for all that may be said 
on the question of breaking off relations 
may be said also on the question of re- 
suming relations. It is solely a trade ques- 
tion. For political or social reasons, no 
country has any reasons for approximation 
to the Soviet Federation, and indeed were 
it not for the fact that the Soviets need 
certain commercial relationships, they would 
themselves prefer the complete isolation 
which existed in the first years of their rule. 


Hope Outweighs Facts 


HE problem of the value, present and 

future, of a share in Russia’s trade is 
dominated largely by psychological influences 
—hy the “faith” which the novelist Dostoy- 
evsky declared should—rather than fact— 
be used in the understanding of Russia. 
The material fact behind the psychology is 
Russia’s imposingly vast area and her great 
and imposingly prolific population. Few 
persons can dissociate their minds from the 
notion that the trade of a country that 
sprawls over the greater part of two conti- 
nents must be at least considerable. Fewer 
still would admit that in the future the 
trade of such a country will not be enor- 
mous. Yet even a summary examination 
and comparison demonstrate that great 
spaces and populations are potent factors 
in the creation of valuable commercial re- 
lations only when they are accompanied 
with material prosperity. Without, there- 
fore, prejudging the question whether Rus- 
sian trade is worth or is going to be worth 
competing for and making political sacri- 
fices for, one must premise that area and 
population are only secondary factors, and 
that to be obsessed entirely by Russia’s 
8,000,000 square miles and nearly 150,000,000 


Ewing Galloway 


The Cossack on horseback still typifies 
Russia 


population means putting faith first and let- 
ting facts drop into the background. 


Value of Russian Trade 
Exaggerated 


RUTH usually lies between two ex- 

tremes. The truth about Russia’s for- 
eign trade seems to be that its present and 
future value within the world’s economical 
system is grossly exaggerated, and that it 
is hardly worth while for any civilized 
country to admit Red propaganda merely 
for the sake of sharing with other coun- 
tries the very modest crumbs of commerce 
that fall from the Kremlin table. The posi- 
tive faith in Russia is distinctly overdone. 
The negative faith shown in undiscrimi- 
nating denials of any value at all in com- 
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mercial dealings with Russia is, however, 
also overdone. An examination of Soviet- 
Russian economic facts and economic 
policy leads to the conclusion that trading 
with Russia has its advantages and profits, 
but that these are not great compared with 
the advantages and profits of trading with 
many apparently insignificant countries, and, 
further, that owing to the wundeviating 
lines of economic development laid down by 
Moscow for the future, no very great’ in- 
crease in the volume or profits of Russian 
trade is likely within visible time. 

In the question of the importance of Rus- 
sian trade to the world, faith and facts were 
in conflict long before the Revolution of 
ten years ago put the Soviets in power. In 
pre-war days there was a general impres- 
sion, not founded on any statistics, that 
Russia played a considerable rdle in the 
world’s commerce. In one matter, even as 
late as 1919 and 1920, this faith sur- 
vived. The delusion was then widespread 
that England, Germany and other European 
countries with foodstuffs deficits would risk 
starvation if Russia did not resume her ex- 
ports of grain. Yet the bad feeding of 
part of Europe immediately after the 
Armistice was due exclusively to depleted 
supplies and to the inability of many coun- 
tries to pay for imports. Once credit was 
arranged, mainly by the United States, it 
appeared that even without Russia the sup- 
ply of grain was abundant for Europe’s 
needs; and the later resumption of Russian 
foodstuffs imports did not in the least im- 
prove Europe’s nourishment, but merely 
caused displacements in certain payment 
balances. Were Russia again to cease ex- 
porting grain—as in fact she temporarily 
did after the bad crops of 1924—Europe 
would not be in any way affected. 


Compared With Belgium and 
Holland 


Fo similar reasons the temporary cessa- 
tion of all importing by Soviet Russia 
was not a material factor in the disorgan- 
ization of the European countries’ export 


trade in the first years after the war. Rus- 
sia was never a great buyer of foreign 
goods. Her whole imports before the war 
amounted to some $650,000,000, whereas 
microscopic Belgium imported goods worth 
$920,000,000, and microscopic Holland 
(partly indeed in transit) imported goods 
worth $1,620,000,000. The causes of this 
contrast were known. Russia’s backward 
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population required very little of the manu- 
factured, luxury and colonial goods which 
were consumed in vast quantities by rich 
Europe. Her population could not pay for 
such goods, for they produced only a very 
small surplus of agricultural products avail- 
able for export. And finally, a consider- 
able part of the exported products went to 
pay the interest liability on a large foreign 
debt, and was not counterbalanced by any 
imports at all. 

All these determining factors, with excep- 
tion of the foreign debt, exist today. But 
as the exportable surplus of agricultural 
products is very much smaller than before 
the war, the imports have shrunken. In 
the last complete Russian business year, 
1925-26, Soviet Russia imported to the ex- 
tent of $377,000,000. This is somewhat more 
than half the $650,000,000 of 1913. In real- 
ity the shrinkage is very much greater. 
The price rise must be taken into account. 
At pre-war prices, according to Soviet offi- 
cial calculations, the value of imports in 
1925-26 was only $232,000,000, or little more 
than one-third of the pre-war figure. At 
first sight the figure of 1925-26, whether 
one takes it at $377,000,000 or at $232,- 
000,000, is a fairly respectable sum. But 
for illumination of Russia’s real status as 
a commercial power, and for demonstra- 
tion of the unimportance of area and popu- 
lation as compared with other national fac- 
tors, one may consider the foreign-trade 
data of countries which were formerly 
provinces of the Russian Empire and which 
are independent states today. 


Not So Big 


B* enforced recognitions of independence, 
Russia lost altogether about 28,000,000 
of her pre-war population of 173,000,000. 
The new states into which (with the addi- 
tion of some Austrian and Prussian terri- 
tories) these 28,000,000 citizens were weld- 
ed are by no means rich, according to West 
European, much less American standards. 
Nobody competes much for their trade. 
Yet all these new states have developed 
materially much more than Soviet-ridden 
Russia, and it is today a fact and a paradox 
that they together play a very considerably 
greater role in international trade than big 
Russia. Figures speak for themselves: 


Approx. 
Imports 
er cap. 
llars 


Total 
Imports 
Dollars 


377,000,000 


179,000,000 
142,700,000 
26,000,000 
52,000,000 
25,300,000 


425,000,000 


Country Population 
Soviet Russia.. 145,000,000 


Esthonia 
Latvia 


Lithuania 2,000,000 


35,700,000 


Nothing could better emphasize the small- 
ness of Russia’s present foreign trade than 
the circumstance that 3,500,000 of peasants 
and lumbermen living ih the marshes and 
forests of Finland consume nearly half as 
much imported goods as the forty-fold 
greater Russian population whose country 
abounds in every kind of natural wealth 
from coal, wood and iron to platinum and 
gold. 

Russia’s trade is indeed small. Is it go- 
ing to increase? The answer to this ques- 
tion is that it may increase very slowly, 
but that unless the Soviet government dis- 


(Ewing Galloway) 


A tranquil scene from turbulent Russia—a big herd of sheep in the Dzerakhavakac 
Gorge in Georgia-Russia 


appears or radically changes its policy, no 
great expansion of Russia as a market for 
the manufacturing countries’ export goods 
can possibly take place. It is no accident 
that during three years of (according to 
Soviet official statistics) steady internal de- 
velopment imports were stagnant. As 
against the $377,000,000 of imports in 1925- 
26, there were imports of $359,000,000 in 
the preceding year, 1924-25; and in the new 
business year 1926-27 imports, according to 
plan, are to be $344,000,000. Yet the trade 
year 1925-26 was based on the excellent 
crops of 1925 and 1926; and the trade plan 
for 1926-27 is based on the official assump- 
tion that crops this year will be even better. 
Here there is no paradox, because the for- 
eign trade of Russia is not depressed by 
any expectation of a setback in agricultural 
production, but by deliberate official policy. 

The factors in this policy are three. The 
first is “industrialization,” the second is the 
foreign trade monopoly, and the third is the 
import tariff. 


Foreign Trade Monopoly 


—— Russian foreign trade monopoly and 
the import tariff are really (in so far as 
the first is not designed to safeguard the 
currency) subsidiary to the great policy of 
industrialization. I shall deal, therefore, 
with them summarily. The monopoly has 
been in no way tempered or mitigated. The 
present Trade Commissary, M. Mikoyan, 
has repeatedly of late denied rumors of its 
coming abandonment, and has stated that 
“it is essential to the policy of industrial- 
ization.” The monopoly is indeed being re- 
organized, in that import and export cor- 
porations are being founded, giving certain 
of the great state syndicates direct access 
to foreign markets, but the control will rest 
with the monopoly’s trade missions abroad, 
and ultimately the volume of import will 
continue to be severely rationed as part of 
the universal “planning” system. Apart 
from policy considerations, the abandonment 
of the monopoly is precluded by price con- 
siderations. The wholesale price index for 
Russian manufactured goods is still around 


190 to 200 (retail actually 264), whereas 
the indexes of Central and Western Europe 
for such goods are 125 to 135, and tend to 
fall. Therefore free import into Russia 
would mean enormous and overwhelming 
import, and the first important result would 
be a collapse of the stable “tchervonetz” 
currency. ‘ 

Russia’s import tariff has always been 
high, Today it has an almost prohibitive 
character, except in the case of certain 
goods—raw materials and instruments of 
production which the state industries want 
to acquire cheaply. The new tariff, now 
before the Council of People’s Commis- 
saries, further raises the duties on numerous 
articles. This increase is largely dictated 
by fiscal motives, but its effect is to narrow 
the sufficiently narrow ability of the monop- 
oly to import. According to the preamble 
to the new tariff, “Russia needs no foreign 
goods whatever except such as are neces- 
sary for the ‘mechanization’ of agriculture 
and industry or for direct industrialization.” 
Raw materials used for production of lux- 
ury manufactured articles are rigidly kept 
out and the official policy aims at ultimate- 
ly excluding those raw materials which are 
used for production of necessaries. 

There are many instances of the last fact 
—some of which concern the United States. 
In the business year 1924-25 Russia im- 
ported 91,200 tons of cotton of value 121,- 
897,000 roubles; in 1925-26, 85,600 tons of 
value 104,450,000 roubles. Cotton provides 
practically the only clothing of Russia’s 
peasant population in the summer. Yet with 
the aim of gaining independence of Ameri- 
can and Egyptian cotton, the Soviets do not 
shrink either from raising the home prices 
of cotton goods or from spending vast capi- 
tal sums on public works. When the price 
of American cotton last year fell heavily, 
an import duty was imposed ‘on cotton im- 
ported via Murmansk. This year the Soviet 
Communications Commissariat will begin 
the construction of a 1000-mile railroad 
joining Pishnek on the Central Asian sys- 
tem with Semipalatinsk, which is on a 
branch line of the Great Siberian Railroad. 

(Continued on page 59) 
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How much should 
I pay for Posting? 


HAT depends largely upon 
the type of posting equip- 
ment you use. Regardless of 
purchase price, if your operators 
are slowed up by little nerve-strain- 
ing delays—a slow-opening con- 
tainer—a torn ledger leaf or a 
curled statement—you are paying 


too much. S matic lock and efficient, port- 
. 3 able container minus bulk. For 


These little delays—while slight to handle only 500 "or, 600 
accounts in one unit. Built to 


in themselves—exact a surprising last for years. 
toll over a period of time. 
Since ledger and statement 
postings in banks are usually 


Baker-Vawter posting equip- handled as separate operations, 
each operator may control up 


ment will save you money. It is | to 1500 accounts, all in this 
} time saving tray. 

designed by men who know the 

problems of the machine operator, 

who know how to reduce his waste 

motions, how to ease his nervous 

strain. Baker-Vawter will make 

your operators more profitable to 

the bank—and reduce the cost of 

mechanical posting. 


Let us tell you more about the 
Baker-Vawter statements 


time and money saving advantages and ledger leaves are made 
strong to withstand repeated 


e rti h hi d 
of Baker-Vawter posting equip 
ment. It costs no more but it 

not catch in the machine; per- 


serves. better. Attach a sample of forating tears off easily but will 


not tear in the machine; 


your present bookkeeping forms to accurate ruling and printing 


2 insure perfect register of state- 
the coupon below. Mail them to these the opereter work 


with ease, speed and accuracy 


us. We promise to quote prices hen will save money in your 
ank. 
that will surprise you. 


BAKER-VAWTER 


DIVISION OF REMINGTON RAND 


Benton Harbor, Michigan. 
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tat t. Without obligati i po 
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Why do people 
“LIKE” 
this bank or that? —»» ste a, you 


business involves a con- 

stant series of human 
relationships between tellers and cus- 
tomers. 
Consciously or unconsciously, your 
customers are influenced—more or 
less favorably—by the nature of their 
personal experiences at your bank. 


Equipped with Lamson Pneumatic 
“Baby” Tubes, your tellers have an 
important means of fostering favor- 
able public opinion. For Tubes en- 
able your tellers to serve customers 
promptly, accurately and _ pri- 
vately. Communication with book- 
keepers is by written record and 
swift as thought. Unobserved by 
customers—smoothly, quietly done— 
such communication avoids embarrass- 
ment and resentment. It contributes 
to good will. 


For this service alone, many bankers 
justify their investments in Lamson 
“Baby” Tubes. 

To hear the whole story—to know all 
the ways in which Baby Tubes contribute 
to successful operation—call for a trained 
Lamson Representative. One is near you. 
Send us the handy coupon. 


THE LAMSON COMPANY 


LAMSON 


“BABY” TUBES 
PNEUMATIC 


When writing to advertisers please mention the American Bankers Association Journal 
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What the Last Few Years 


Should 


Teach the Banker 


By J. S. BROCK 


State Bank Commissioner of Louisiana 


Can Not the Banker Profit from the Lessons Learned During 
the Period of Declining Values and Use This Intelligence To- 
ward Improving His Methods for the Future in Order That We 
May Have More Liquid Banks and Better Banking Generally? 


N reviewing the ups and downs that 

banking has experienced since 1918— 

with the period of deflation, successive 

crop failures, the gradual depreciation 
of farm lands and various other happenings 
—some weak spots in our banking system 
have been observed. Probably the out- 
standing of all is weakness in management, 
in one form or another. The best proof of 
this is that in practically every case of 
a bank failure there are other sound and 
well managed banks in the same territory 
with identically the same economic condi- 
tions to deal with. 

Some of the most disastrous failures we 
have had in Louisiana have been banks 
managed absolutely honestly but plainly in- 
competently. These same officials could and 
would have been valuable citizens to their 
communities in other walks of life, but as 
bankers, only drawbacks. It was more or 
less common for these banking officials to 
fail to realize, until too late, the grave re- 
sponsibilities imposed by their positions— 
their primary duties, that of safeguarding 
the funds of their fellow citizens and 
neighbors. The aim of these officials seemed 
to be the building of a large, popular in- 
stitution and, in their endeavor to accom- 
dlish this aim, they were over-accommo- 
dating, too lenient and too liberal to the 
borrowing public. Credit, safely and 
judiciously extended, is beneficial to the 
bank and its community. Credit, loosely and 
incompetently extended is not only ruinous 
to the bank, but it is most harmful to the 
community and annoying to other bankers 
who are trying to conduct their banks 
properly. During prosperous times or “fair 
weather,” so to speak, most anyone can 
run a bank with fair success, but the “acid 
test” of the management comes when con- 
fronted with adverse conditions. 


People Are Learning 


HE people are gradually being educated 

to bank conditions. Many of them are 
attempting and succeeding in. interpreting 
bank statements. Twenty years ago, or even 
before the war, a bank in the public’s eye 
was just a bank. Now the more discrim- 
inating and valuable depositors are placing 
their money in banks with conservative 
management—with bankers who have the 
reputation of being more or less “hard 
boiled” in granting credit and making in- 
vestments. : 


As a general rule the bulk of real de- 
posits—the deposits that furnish the earning 
power—belong to people who seldom, if 
ever, borrow, and it is because of this, 
even if it were the only reason, that every 
loan should be made with painstaking care. 
The borrower who does not give security 
should furnish a financial statement of his 
affairs. Our belief is that the small bank 
needs the credit file as much as the large 
bank. 

The idea that a bank should live and 
die with its community has many good sub- 
stantiating arguments. Yet, if a bank is 
situated in a community that has one in- 
dustry, then the bank should be the reserve 
protection by making diversified loans and 
by keeping its assets liquid enough for posi- 
tive safety. Territorial bank failures after 
successive crop failures are a ruination to 
the community. If the bank is still strong 
enough to continue operation after its com- 
munity has had many hardships, then that 
community bank is its reserve force. Its 
comeback will be much quicker than that of 
the community with the failed bank be- 
cause some confidence and not a little hope 
will be retained plus a working basis for re- 
building. 


The Directors’ Failure 


HE board of directors of a bank is re- 

sponsible for its management. Because of 
this, nearly every law that regulates banks 
and banking is written by law makers who 
view banks as _ democratic institutions, 
guarded, advised and operated by several 
representative men of proved ability and 
character, who make for public safety and 
the assurance of public confidence. 

The trouble is not so much the class of 
directors, but in their failure to exercise 
their obligatory duties; that is, to watch 
and guard the bank with the same care that 
they employ in looking after their personal 
businesses. Notwithstanding this when a 
bank fails, as a result of more or less non- 
attention and mismanagement, there is a 
tendency on the part of some of its officers 
and directors, or others at interest, to try 
to place the blame on the shoulders of some- 
one else. 

Whenever there is a bank failure there is 
a great cry and demand from the people 
for legislation to protect innocent deposi- 
tors—a deserving demand that is always 
present and strong, if not as intense as when 
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the failure hits home. These failures have 
produced years of work from legislators, 
bankers and economists ; work that, no doubt, 
has done much good, but there is yet room 
for improvement. State banks are pioneers 
in the field. _These banks have done more 
to develop the country than any other class 
of institution, so in endeavoring to make 
for complete safety we must be practicable. 


Preventing Bank Failures 


HE writer believes that every associa- 

tion of banks will agree that whole- 
hearted cooperation among banks and close 
and strict state supervision, even if it is 
oftentimes distasteful to our bankers, is the 
greatest guarantee against bank failures. We 
should have more cooperation and less com- 
petition. Quite a number of states have 
experimented with the state guaranty bank- 
ing law and it has proved a failure—it is 
wrong in principle and economically un- 
sound. 

It is my greatest wish for Louisiana bank- 
ers to realize that the sole purpose of the 
banking department is to make for safe 
banking. In the case of banks in Louisiana, 
we believe that the minimum capital stock 


-of a new bank should be $50,000 with 


10 or 20 per cent of this capital a paid- 
in surplus; we believe that there should be 
more effective restrictions and limitations 
provided with respect to bills payable; that 
the loan limit should be reduced still more; 
that the percentage of net earnings to sur- 
plus should be increased; and, that directors 
should be required to own at least 1 per 
cent of paid-in capital stock. The same 
general rules would apply to banks in 
several other states. 

Banks should be taxed in another 
manner than upon their stated net worth. 
The banks appear to be a target for taxation 
—and this observation applies to a number of 
other states as well as Louisiana. It is 
only natural to presume that the incentive 
to show a large net worth in capital and 
surplus accounts is weakened because of 
taxation; and this, of course, weakens bank- 
ing institutions as a whole as well as in- 
dividually. In support of this statement I 
cite this example: Mr. “A” and his asso- 
ciates operate a bank in a town of say 5000 
population, with a paid in capital of $50,- 
000, with deposits of $500,000. Mr. “B” 
and his associates operate a bank in the 


(Continued on page 57) 
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The Secret of General Motors’ 
Amazing Earnings 


By EARL REEVES 


A Change of Pace in the Production of Automobiles Enables 
It to Gauge Accurately the Shifting Desires of the Buying 
Public and to Turn Out a New Car from Four Thousand 
Sources of Supply In a Period of Less Than Two Months’ Time. 


ENGHIS KHAN moved 80,000 
men nearly 4,000 miles, “living off 
the land,” and captured the mam- 
moth city of Herat. The books 

tell us how Napoleon marched an army all 
the way to Moscow, and how disastrously. 
But when you cast an eye down through 
history you find that armies traveled ever 
more slowly on their stomachs, living less 
and less off the land; until at last we find 
Marshals Foch and Hindenberg squatted 
stationary in the ground while entire na- 
tions mobilized industrially and lines of 
communication of an amazing intricacy had 
to be kept open all the way from field and 
mine to front line trenches. 

Modern industry has passed through a 
similar cycle, only more quickly. 


The Industrial Battle Front 


MAJOR industrial corporation today is 

a huge and immobile thing, with a 
battle front that is nationwide—even world- 
wide. It needs be in as delicate adjustment 
as that which must exist between a success- 
ful army corps and its myriad lines of sup- 
ply. The line of communication from the 
remote source of raw materials to the show- 
room from which the “consumer” is served, 
is likely to be some thousands of miles, or 
several months long. 

When in wartime this supply machine slips 
out of gear we have a disastrous defeat; 
when in peace time similar disorganization 
occurs we have a “depression”—or even a 
“panic.” 

I use this martial analogy advisedly: in 
the industry which now claims to be biggest 
—that of manufacturing motorcars—a war- 
like situation has developed between the 
two “biggest” units, and each in its own 
way has tried to solve the problem of 
Genghis Khan, of Napoleon, of Haig and 
Foch. 

Henry Ford has organized his industry, 
as we Say, vertically. As far as possible, he 
controls major supplies all the way back- 
ward to their source. Of General Motors, 
whose Chevrolet is the flivver’s chief com- 
petitor, less is known. 

The General Motors’ sources of supply 
number four thousand. You have here, then, 
an industrial and commercial process start- 
ing from almost world-wide points four 
thousand in number, and which must be 
guided along smoothly operating routes of 
travel, to fifty-four factory cities; which 
must be kept adjusted then to turn out 


seventy-two models properly apportioned in 
price classes ranging from $525 to $4,250 
retail; and which must continue so nicely as 
to distribute accurately through 18,000 deal- 
ers in 104 countries—and finance most of 
these purchases besides. 

This transcends any problem facing Ford, 
with his four models and single price class. 
How shall this state of adjustment be main- 
tained? 


A Balanced Situation 


N the answer as applied to industry 

generally, says Alfred P. Sloan, presi- 
dent of General Motors, national prosperity 
depends. 

“If the production of goods could be so 
controlled as exactly to accord with the 
actual necessities and desires of the con- 
sumer,” Sloan says, “and if the rate of pro- 
duction were so controlled that as goods 
were produced they would flow through 
channels and eventually into the hands of 
consumers with no excess accumulation of 
stocks in the hands of any intermediary, 
there would result a sustained balanced con- 
dition between the consumption of goods 
and purchasing power. Unfortunately most 
goods must take a long, devious road be- 
tween the manufacturer and the consumer. 
Were there a positive control, no economic 
waste would arise from the production of 
goods beyond the bounds of current con- 
sumption, and there would follow a gradual 
expansion of both production and consump- 
tion because of the surplus earnings which 
industry could put back into productive 
use. 

“Over-production of goods results primari- 
ly from a lack of knowledge as to actual 
consumer demand. Shifting desires on the 
part of the consumer, which the manufac- 
turer cannot gauge accurately, together 
with over-estimation of the extent of con- 
sumer demand by the manufacturer or by 
some intermediary, result in the accumula- 
tion of excessive stocks of goods in the 
hands not only of the manufacturers, but 
also the suppliers, the wholesalers and re- 
tailers. When. business reaches this stage, 
production must be curtailed, not only to 
conform to the lower level of consumption, 
but also to permit the liquidation of ex- 
cessive stocks of goods accumulated. 

“Production, and therefore purchasing 
power, is forced temporarily to a subnormal 
level, a condition which in turn accentuates 
the business depression.” 
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Having before him the lesson of an in- 
ventory which climbed above $200,000,000 in 
1920, when his corporation was much smaller FF 
than it is now, Sloan sought “control” of © 
this delicately balanced mechanism which 7 
is General Motors. The clearest measure 7 
of his success is revealed by charting the 
“productive inventory” turnover. The in- 
vestment in raw and unfinished materials 


was turned over a little more than twice 
in 1921, against a present annual turnover ~ 


of eleven times. 

Relatively, General Motors now can main- | 
tain its “line of supply” on one-fifth the 
capital required in 1921. And more import- 
ant than that is the fact that it operates 
them at higher speed, permitting a quick 
“change of pace”’—permitting, for instance, 
the fluid manoeuvre of a competitive war. [ 

On an average, a General Motors car now | 
travels all the way from the four thousand 
sources of supply to the “consumer’s” garage 
in a period of less than two months; where- 
as the journey required eight months a half 
dozen years ago. Is it, then, true to say [ 
that General Motors has increased its mo- 
bility 400 per cent since Sloan took charge? © 


Possibly not so much as that, but certainly 9% 


this giant now can “strip for action” very y 
quickly. 


Facts Make Decisions 


LOAN has a mania which may be ex- 


pressed by the phrase “Know your 
facts.” He contends that the mere knowing 
of the facts of a business in itself formulates ~ 
business policy, that facts make their de- x 
cisions. In the General Motors organiza- |) 
tion there is a powerful skeleton of known | 
fact, upon which the flesh and blood of the | 
business of the day, week or month is dis- 
tributed. The whole of it cannot be de- 
scribed here, but for each manufacturing 
unit there is a determined figure known as 
“the economic return attainable’; there is 
a “standard volume,” and a “standard price” 
necessary to obtain this return. 

General Motors executives do not “guess”; 
they may never even approximate these 
sound, theoretical figures, but they know 
what the variation is to be, and why; and if 
the variation becomes too wide this is known | 
in time so that a little corrective may be 
applied where it will do the most good. An 
annual forecast is made, naturally, as the 
result of exhaustive price studies; but this 
program is not an iron-clad, inflexible thing. 

(Continued on page 63) 
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New Travel Book FREE 


To purchasers of A-B-A Certified Cheques 


H* mach to tip the ship’s 
stewards, the handling of bag- 
gage, the class to travel on different 
railroads — these and every other 
point you are in doubt about are 
covered in “ALL ABOUT GOING 
ABROAD” by the world-farous 
traveler, Harry Franek. 


‘This new book is pocket size aud 
contains useful anaps and pages for 
a diaey and expense acvount. A 
complimentary copy will be given to 


thoee who purchase Alb A Certified 


Cheques for use abroad. 

Cheques -ace the official 
travelers cheques of the American 
Bankers Association. They are the 
only certified travel cheques enjoy- 
ing world-wide acceptances Yet yoo 
pay only a nowinal charge for this 
service aud protection. 

Yor safety and convenieuce when 
you travel, ask your bank for ABA 
Certified Cheques and got your copy 
of Harey Feanck's intensely prac- 
tical book on foreign travel, 
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INTERNATIONAL SPEED TRUCK 
with grain body, taking the grain 
from the storage tank of a McCor- 
mick-Deering Harvester-Thresher 


“Good equipment makes 
a good farmer better”’ 


—the slogan of the national farm equipment industry 


“Fast production costs on the farm will below- + MeCORMICK-DEERING 


ered below anything yet known,” says an editorial 
in a_ million-circulation And Mr. 
Charles M. Schwab said recently, “One great problem 
before us is the need of reducing costs. Success comes Headers Gorm Binders Scufllers 
to the man who makes anything as good as anybody Comtened SideRakes Com Shellers btn 
else, but also makes it cheaper.” fillers 
Both were touching one of the most vital and sensi- 
tive chords in the farmer’s problem. Politicians have 
left that chord alone, finding others more spectacular Sweep Rakes & Stackers Riding Plows Potato Diggers 
Baling Presses Field Cultivators Wagons 
and therefore to their liking, and in the meantime Corn Planters Disk Harrows Binder Twine 
many a practical business farmer has renovated the RE es 
methods of his fathers, installed efficient equipment, 
and so cured his own economic ills. The great body 
of farmers, however, are struggling on as they farmed 
in 1910, though their household standards, their pur- 
chases, and their outgo for labor have all been elevated 


to the costly levels of today. No wonder there is trouble. 


Farm prosperity must be maintained or brought 
about largely through a practical reform on the farm 
itself. Yields must be increased by modern practices, 
acreages be extended, timely crop saving operations be 
made the rule, and above all the costly labor content in 
farming expense must be cut to the bone. 


Agriculture, the basic industry, is very slowly ad- 
justing itself to the new level resulting from the eco- 
nomic upheaval of the past decade. As for its equip- 
ment, mere replacement of worn-out machines is not 
sufficient. In large measure, new, bigger-scale, more 
efficient power, methods and machines are required. 
In industry the old equipment is scrapped, no matter 
how costly, as soon as better, cost-reducing equipment 
comes on the market. In farming it must be the same. 
Farming, too, must be modernized. 


INTERNATIONAL HARVESTER ComPaNy Trainload of McCormick-Deering 15-30 h. p. tractors 


606 S. Michigan Ave. [oo Chicago, Illinois | en route to Rosetown; Saskatchewan 


The Farmer and the Farm Equipment Dealer 
Need the Support of Able Advisers 


When writing to advertisers please mention the American Bankers Association Journal 
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Will Farm Values Go Up or Down? 


By C. B. SHERMAN 


United States Department of Agriculture 


Survey Made by Government Shows That While There Has 
Been a Progressive Checking of the Rate of Decline in Land 
Values There Is Yet No Assurance That Bottom Has Been 
Reached. What Prospects Are for General Upturn in Prices. 


EALIZING the vital importance of 
farm real estate values not only 
to farmers but to financial institu- 
tions and agencies involved in the 

purchase and sale of farms, and recognizing 
the economic and social significance of the 
whole question, the Department of Agri- 
culture has inaugurated a system of annual 
surveys of the farm real estate situation. 
More than 20,000 land bankers, appraisers, 
farmers, dealers and others in close contact 
with conditions on the farm real estate 
market are reporting regularly and their 
reports form the basis of the findings of 
the Bureau of Agricultural Economics. 

The farm real estate situation for 1926, 
recently presented in printed form by E. H. 
Wiecking, who is actually conducting this 
work for the government, brings to the fore 
many facts for which land bankers, farmers 
and others have been earnestly seeking, for, 
as the report points out, “In the violent 
price changes of the last decade, the question 
of farm real estate values and farmers’ 
commitments therein has played an im- 
portant part. Comprising from two-thirds 
to four-fifths of the average farmer’s total 
capital investment, his farm real estate forms 
his largest single commitment. Upon its 
value he expects an adequate return, it forms 
the security for most of his borrowings, and 
it is the basis upon which he is assessed for 
the great bulk of the taxes he pays. Thus 
the question is important to the owners of 
more than 6,000,000 farms. 

“Moreover, the activities of financial in- 
stitutions, of agencies involved in the pur- 
chase and sale of farms, and of other 
interests which directly or indirectly are 
vitally .concerned with farm real estate 
values bulk large in the Nation’s total busi- 
ness.” 


Values Now More Stable 


HE value of farm real estate has shown 
an apparent steady trend toward stability 
since the peak of 1920, according to this re- 
port. There is as yet no assurance that 
the bottom has been reached, but the average 
value per acre in the United States is shown 
to have exhibited a steadily lessening rate of 
decline during the last five-year period. 
Factors which the Bureau believes may 
help to check further declines in farm values 
are: Announced reductions in farm mort- 
gage interest rates, possible further easing 
of the credit situation consequent upon im- 
provement in country banking conditions 
and the large supply of funds seeking em- 
ployment in the investment markets, and the 
probability that in a number of areas the 
foreclosures and other forced liquidations 
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have exerted most of their influence on 
values. 

“Although these other factors enter, the 
value of farms is obviously in large measure 
dependent upon income received and antici- 
pated prospects of income,” says Mr. 
Wiecking. “Available net farm income data 
and the prices of farm products have all 
shown a steady upward trend since the low 
point of the depression period to the early 
part of 1926. This has been reflected in an 
apparently progressive checking of the rate 
of decline in land values. When this de- 
clining curve of average values for the 
United States will be fully checked depends 
in large measure upon the outlook for the 
immediate future course of the prices and 
yields of farm products and of the various 
elements that enter into costs, including 
possible changes in methods or in products 
grown. 

“A dollar, of course, is worth only two- 
thirds of pre-war, measured in terms of 
what it will buy. On this basis, farm real 
estate on the average is actually worth some 
10 to 20 per cent below its pre-war posi- 
tion, even though nominally it is a third 
higher. In other words, farm real estate 
values failed to keep pace with the general 
price level. From this is might be inferred 
that values cannot long stay below parity 
with pre-war values, but that is not 
necessarily true. 


The Effect of Taxes 


66 HE belief that land values will not 

necessarily adjust themselves to the 
general price level in the same relationship 
that existed before the World War rests 
in the first place on.the obvious basis that 
a general price index is not a net farm in- 
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come index, and the 50 per cent higher 
general price level of the last few years 
has by no means been coincident with a 
net income of 50 per cent above pre-war, as 
farmers well know. In particular, the rise 
in farm taxes has been seriously out of pro- 
portion to the movement in the prices of 
farm products. Since taxes form one of 
the principal costs in farm ownership, the 
proportion of income required for payment 
of taxes under post-war price levels has been 
and will continue to be a factor of no small 
importance in determining the level at which 
farm land values will reach adjustment. 

“In the second place, it is not altogether 
improbable that land values in relation to 
income may reach stability in a changed re- 
lationship over that earlier obtaining, at 
least in certain areas. Studies made by this 
Bureau indicate that the ratio of current 
land income, as measured by cash rents, to 
current land value, declined steadily from 
the opening of the century to 1920. In 
Iowa, for example, where cash renting is 
fairly common, the ratio of gross cash rent 
to value fell from 7.7 per cent in 1900 to 
4.3 per cent in 1910 and to 3.6 per cent in 
1920. The subsequent sharp break in land 
values, which for a generation ‘had never 
gone down,’ may serve, for a time at least, 
to check this. apparently increasing 
capitalization of anticipated future increases 
and result in a higher ratio of current in- 
come to current value. Likewise the dis- 
astrous experience of many ‘boom’ year 
purchasers of lands in which gross-income 
ratios, after deduction of taxes, deprecia- 
tion, and upkeep of buildings, netted in 
some areas of the Middle West less than 
2% per cent upon value, may have served 
to emphasize the importance of a more 
ample income ratio than had previously 
been accepted.” 


Value of Farm Land 


T is estimated on the basis of the data 

collected that the average value of farm 
real estate per acre in the United States on 
March 1, 1926, was $76.47 compared with 
$107.89 on March 1, 1920. The 1927 aver- 
age value, it is indicated, will be found 
lower for 1926. 

These figures are somewhat higher than 
those given in the 1925 census, but they 
show about the same relative changes. The 
census figures represent an enumeration of 
all farms, whereas the Bureau’s index is 
based on sample data. 

“Farm real estate values, according to 
the agricultural census of Jan. 1, 1925, 
showed an average decline from the 
1920 peak of about a fourth, but differences 
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between regions in extent of the change 
were marked,” Mr. Wiecking points out. 

“On the average, apparently uniformly, 
the most severe declines were recorded in 
the grain and livestock states of the Middle 
West. Farm prices for the major products 
of this region and incomes therefrom held 
to the lowest levels of the country’s major- 
product groups. Severe declines in value in 
several of the mountain states, even when 
total rather than per-acre changes are com- 
pared, are likewise largely traceable to 
drought and to the drastic decline in cattle 
and grain prices, particularly in wheat prices. 
In an area in western Kansas, however, 
values held up relatively well or increased. 
At the same time the acreage in wheat in- 
creased. Cutting of costs by use of the 
combine and other power machinery was a 
large factor. This, together with the de- 
pressed conditions in the cattle industry, 
stimulated the breaking of former grazing 
lands and planting of them to wheat. 

“The relationship between the change in 
land values and in the prices of products 
was observable both during the war period 
and during the post-war period. For ex- 
ample, of the three groups, cotton, meat 
animals and grains (combined), and dairy 
and poultry products (combined), relative 
to pre-war prices, the first group increased 
most in the war period, the second some- 
what less, the last considerably the least of 
all. Farm real estate value averages for 
the Cotton Belt, the midwestern grain and 
livestock states, and the northeast dairy 
states increased in the same way. Taking 
1919-20 prices as a base of comparison, 
dairy and poultry products thereafter fell 
least, cotton more, and the meat-animal and 
grain group most. 


Farm real estate values in the respective 
regions in which these groups provide the 
principal sources of income moved in ac- 
cordance with the prices of the respective 
groups. 

“With regard to the year-to-year trend, 
it is significant that for only two of the 
nine geographical divisions of the country 
did the averages up to March 1, 1926, still 
show a pronounced downward trend. These 
two were the East North Central and West 
North Central divisions. In the remaining 
seven divisions the averages in the New 
England, Middle Atlantic, South Atlantic, 
and West South Central sections had for 
several years shown a tendency to go no 
lower, and, with the possible exception of 
the South Atlantic, had even shown some 
tendency to move to higher levels. In the 
East South Central, Mountain, and Pacific 
divisions, the trend of the averages, as far 
as can be told now, appears very nearly to 
have reached stability in adjustment to pre- 
vailing conditions.” 


Changes in Farm Owners 
M® WIECKING points out that the 


estimates of changes in farm owner- 
ship in this study represent a new line of 
inquiry which is still experimental and they 
are, therefore, to be considered as tentative. 
For the United States as a whole, approxi- 
mately 123,000 farms changed ownership 
by reason of forced sales or other default 
during the 12 months ended March 15, 
1926. This was at the rate of 21 farms 
per thousand when adjustment was made 
in the census total for the plantations of the 
South. In the census each cropper tract is 
counted as a farm, although purchase and 


sale is made of the plantation as a whole 
which includes a number of such tracts. 

In addition, 170,000 farms, (adjusted to 
plantation basis) or 30 per thousand, changed 
owners through voluntary sale or trade, in- 
cluding contracts for deed. About 41,000 
properties, or a rate of 7 per thousand, 
were estimated to have passed by inheritance 
and gift, and 13,000, or about 2 per thou- 
sand, through miscellaneous and unclassified 
methods. 

Of the 21 farms per thousand which in- 
volved a more or less compulsory change of 
ownership, 4 were classified as forced sales 
on account of delinquent taxes, and 17 were 
classified as caused by mortgage foreclosure, 
bankruptcy, default of contract or by sale, 
surrender of title or other transfer to 
avoid foreclosure. 

Sectional averages for total forced sales 
and similar defaults showed the lowest rate 
in the Middle Atlantic division, where 12 
farms per 1000 changed hands from these 
causes, and the highest in the Mountain 
states in which 50 farms per 1000 were esti- 
mated to have changed ownership outright 
or conditionally within the 12-month period 
on account of financial difficulties. Defaults 
in the Dakotas and in Montana were par- 
ticularly high, running from 6 to 7 per cent 
of all farms; among the southern states, 
Georgia and South Carolina appeared to 
have been severely affected. Giving round 
figures for a few key states as of March, 
1926, we have: Massachusetts, with 4 farms 
per thousand changing ownership by these 
methods, had the lowest proportion, and 
Montana, with 60, had the highest; New 
York had 10, Virginia 13, California 14, 
Washington 20, Georgia 22, Wisconsin 22, 

(Continued on page 58) 
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A battery of “Y and E” 
Commercial Bookkeep- 
er’s Desks in operation 
in the Sixth National 
Bank of Philadelphia. 


T saves space—time—labor and 
steps by placing all essentials at 
the finger tips of the bookkeeper— 
that is why the country’s leading 
banks have adopted the “Y and E” 
Commercial Bookkeeper’s Desk. Find 
out how this will work 
and save for you. 
In the space usually oc- 
cupied by the folding 
leaf of a bookkeeping 
machine, this desk pro- 


A desk 


that worked its way into favor! 


vides a wind-proof check and deposit 

slip sorter, a signature and card file, 

a check file and extra space for sta- 

tionery. Its telescoped sliding top 

provides ample desk space. 

The neat and efficient appearance of 
an installation of these 
desks only suggests their 
real efficiency of opera- 
tion. Mail the coupon 
today for further infor- 
mation. 


FG.©: 


785 Jay Street 


Rochester, N. Y. 


STEEL AND WOOD FILES— STEEL SHELVING — DESKS — SAFES 
OFFICE SYSTEMS AND SUPPLIES—BANK AND LIBRARY EQUIPMENT 


Yawman and Erbe Manufacturing Company, 


785 Jay Street, Rochester, N. Y 


Please send me a folder on the “Y and E” Commercial Bookkeeper’s Desk. 


Address 
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A few of the larger users of the 
“Y and E” Commercial Book- 
keeper’s Desk. 


National City Bank, New York.... 

Liberty Bank, Buffalo 

Lincoln-Alliance Bank, Rochester. .20 

East End Savings and Trust Co., 
Pittsburgh 16 

Farmers and Merchants National 
Bank, Los Angeles 

Commercial National Bank, 
Youngstown 

Citizens National Bank and Trust 
Company, Cincinnati 


When writing to advertisers please mention the American Bankers Association Journal 
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Budgets for Small Banks 


By STUART H. PATTERSON 


Comptroller, Guaranty Trust Company of New York 


While Expenditures in Small Bank Are Directly Under Control 
of One Man and He Is Not Likely to Spend More Money Than 
Is Actually Necessary, Preparation of Budget Sheet Will Indicate 
To the Executive Where the Bank Is Heading and Help Him. 


N response to the question—is the 

budget system beneficial to small 

banks?—I would say that a budget 

system serves a two-fold purpose. It 
permits the executive officer to forecast the 
probable expenses for the year and to de- 
termine how much leeway there is for ex- 
pansion, if his thoughts turn in that direc- 
tion, or, where he must try to make cuts, if 
he wishes to reduce expenses. 

In a medium or large size bank the budget 
system concentrates the expenditures under 
the control of one person and permits 
thorough investigations of the proposed ex- 
penditures to determine their real necessity 
before the money is spent, instead of a 
method that allows the expenditure of money 
first, with possible criticism later when it is 
too late to save the money. 

Experience has shown that proper opera- 
tion of a budget system has been the means 
of saving large amounts of money without 
interfering with the 
progressive operation 
of a bank. 


Budget and Expenses of 


heading and permit him to make his plans 
accordingly. 

In a small bank, where the expenditures 
naturally pass through one man, there is no 
necessity for providing forms for requesting 
additional appropriations, etc., and a very 
simple method can be adopted. In offering 
to small banks a simple form of budget, 
which appears at the bottom of this page, 
the expense classifications recommended by 
the Committee on Bank Costs of the New 
York State Bankers Association for small 
banks, have been used. 


How to Fill In Budget Sheet 


HE method of operating this budget 
sheet would be to fill in all of the budget 
figures before the commencement of the 
year, viz.: In the first set of columns the 
budget allowance for one month would be 
filled in. In the second set of columns the 


Bank for Year 1928 


budget allowance for two months would be 
filled in. In the third set the budget figures 
for three months would be filled in and so 
on, so that the twelfth month would show 
the expense budget for the full year. 

Then, as the expenditures are made, the 
expenses for each classification, as accumu- 
lated month by month, would be carried to 
the appropriate expense column on_ the 
budget sheet. The sheet will then clearly 
show how each class of expense is running 
with the budget up to any given date, and 
if any class of expense is running ahead of 
the budget an immediate investigation can 
be made to determine the cause and what 
steps can be taken to remedy the condition. 

When once prepared, the budget sheet will 
require only a few minutes’ work each 
month, while the thought and labor of pre- 
paring the initial budget at the beginning of 
the year will undoubtedly be repaid in the 
economies that may be effected as a result 
of the careful study 
necessary in prepar- 
ing it. 


Shows Where 
Bank Is 
Heading 


Classifications 


One Month Two Months 


In the larger 


Three Months banks, where more 


Budget Exp. Budget | Exp. 


Of course, in a 
small bank this 2 Tellers and Collection 


latter feature is lack- 3 Loar 
> > - 4 Savings Department 
ing because in a 


small organization 
the expenditures are 


General Banking 
1 Accounting and Bookkeeping. . . 


5 Other Banking Expenses... . 
6 Banking Officers’ Salaries... . . 


Total General Banking. . 


than one officer is 
inclined to give or- 
ders entailing the 
expenditure of 
money, it is even 
more desirable to 
have a_ budget, as 
there is bound to be 


Budget | Exp. 


waste where several 


naturally directly un- 
der the control of the 
man responsible for 
the successful opera- 
tion of the bank, and 
he is not likely to 


15 Foreign Department 
16 Bond Department 


Other Activities 
10 Trust Department Expenses........... 
11 Trust Officers’ Salaries................ 


17 Safe Deposit Department....... ny 
Total Other Activities........... 


are spending with- 
out proper control. 
The budget affords 
a proper check and 
brings about neces- 


sary coordination. 


spend more money 
than is actually nec- 
essary. 

However, even 
with this important 
element eliminated, 
there is no question 
but that intensive 
study of expenses is 


Overhead and Indirect Expense 
20 General Clerical Salaries............... 
21 Stationery and Supplies 

22 Postage 

23 Telephone and Telegrams 

24 Fees and Examinations 

25 Insurance and Fidelity Bonds 


28 General Expense ; 

29 Additional Furniture and Equipment. . . 

30 Repairs and Replacement of Furniture 
and Equipment 


When any depart- 
ment thinks more 
money is required, 
the need can be 
quickly established. 
If an appropriation 
is sought for expan- 
sion, the executive 
can consider it 


bound to be produc- Total Overhead and Indirect... 


thoughtfully and 
consider whether the 


tive of good results 
as intelligent prepa- 
ration of a budget 
requires a thorough 
study of expenses, 


Miscellaneous and Non-Productive 
40 Expense of Securing Business 
46 Miscellaneous Donations............ . 
47 Other Non-Productive Expenditures. ... . 
48 Group 


money should be 
spent for this pur- 
pose or used for a 
more promising ac- 


and, therefore, must 


tivity. The budget 


Total Misc. and Non-Productive. . 
be helpful. It will 


insures the most in- 


Total Expenses 


indicate to the ex- 
ecutive where he is 


telligent use of a 
bank’s funds. 
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THE GUARDIAN GROUP 


The opening of the Guardian Detroit Bank June 15th 
marked a major development in a plan which had its 
inception in May, 1925, when a group of Detroit 
business men established the Guardian Trust Com pany 
of Detroit. From that enterprise has grown The 
Guardian Group, three organizations under unified 
ownership, offering in the many departments within 
the Group every kind of financial service. 


These organizations are the Guardian Detroit Bank, a 
member of the Federal Reserve System, and presenting 
all the facilities of a commercial and savings bank; the 
Guardian Trust Company of Detroit, providing every 
type of fiduciary service; and the Guardian Detroit 
Company, a securities company thoroughly equipped 
to undertake original financing, and offering to the 
public all classes of high-grade investments. 


The Guardian Group is the first in Detroit to cover 
all these functions under a unified plan of operation. 
The combined capitalization, surplus and undivided 
profits of about twelve million dollars and the pre- 
sentation of these combined facilities to the public 

* mark an important chapter in Detroit’s financial and 
business history. 


GUARDIAN DETROIT BANK 
GUARDIAN TRUST COMPANY OF DETROIT 
GUARDIAN DETROIT COMPANY 


BUHL BUILDING - GRISWOLD AT CONGRESS - DETROIT 
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How Capital Can Be Induced To 
Stay at Home 


As Long as Investment Funds Accumulate More Rapidly Than 
Domestic Industry Absorbs, Money Will Flow Where Capital Is 
Scarce and the Return Is High. Let Domestic Industry Find New 
Outlets for Funds Seeking Investment. Not Banker’s Fault. 


E have been hearing a good 

deal lately about the flow of 

American capital abroad 

through the medium of for- 
eign financing in our markets and there has 
been a disposition to criticize the bankers for 
the part they have taken in guiding this flow,” 
said Charles E. Mitchell, president of the 
National City Bank of New York in a 
recent address. 

“Now it is true that the volume of foreign 
financing has been heavy. Foreign issues 
have come into our markets at the rate of 
about a billion dollars a year in recent years, 
the list of issues traded in on our exchanges, 
instead of being measurable on the fingers 
of two hands as before the war now runs 
into hundreds. Moreover, the movement is 
continuing. In the first quarter of this year 
the volume of these issues reached over 360 
millions, substantially more than the first 
quarter of last year and the second quarter 
is keeping pace with the first. But why? 
Because the bankers are guiding the capital 
flow abroad? No! Because excess capital 
seeks investment where an opening occurs 
as inevitably as the Mississippi River when 
swollen beyond the carrying capacity of its 
natural boundaries seeks and over- 
poweringly insistent upon an outlet, breaking 
the levees where it may. 


The Concern of Authorities 


6692 UT I am getting ahead of the argu- 
ment I would develop. Let us ex- 
amine for a moment the meaning of this 
great foreign investment, for it is a new ex- 
perience and over it many are beginning to 
feel some concern. High authorities com- 
plain that the emigration of capital is un- 
patriotic and question as to how as time 
goes on the interest and capital retirement 
of these rapidly mounting debts can be 
transferred from another currency to dol- 
lar currency for remission, even though ac- 
cumulated for that purpose in good faith 
in the debtor country. Still others caution 
against the excessive competition of Ameri- 
can bankers for loans abroad that tends 
both to extravagance of borrowers and a 
lowering of investment standards in our 
own country. And again others tell us that 
loans abroad that are not strictly for pro- 
ductive purposes are as unjustified from the 
standpoint of the American lender as they 
are dangerous to the foreign borrowers. That 
the general public is interested, is evidenced 
by the fact that these questions, criticisms 
and cautions are headlined in our daily press. 
“We must remember that by and large 
the money that has been borrowed here has 


not been taken out of the country. It has 
been spent here in the purchase of the prod- 
ucts of our fields, our mines and our fac- 
tories. So heavy indeed has been the balance 
of payments this way that not only have 
foreign merchants been forced to expend all 
the proceeds of foreign loans here, but above 
and beyond that, they have had to ship large 
quantities of gold to discharge their ob- 
ligations. Had we not loaned abroad, our 
foreign customers would have been face to 
face with the alternative of curtailing their 
purchases from us or of shipping us more 
gold, the one course meaning the loss of the 
foreign markets to American production, the 
other threatening us with a most dangerous 
inflation. Foreign lending therefore has 
served and is serving a patriotic purpose 
as well as assisting our good customers 
abroad to bridge thé gap of the reconstruc- 
tion period. ve 


Piling Up Credits Cannot Go 
On Forever 


66T is true that serious questions arise 

as to how these debit balances created 
by our loans will be ultimately adjusted and 
especially so as the situation is complicated 
by tariffs and by the need of huge and un- 
natural transfers of funds incident to repara- 
tions and international war debt payments. 
The problem is an unavoidable consequence 
of the change in our national and inter- 
national status caused by the war and in time 
it must be faced boldly even though it neces- 
sitates some revision of our ideas with re- 
spect to trade balances, tariffs and inter- 
national finance. We are now a creditor 
nation and in the long run balances of 
creditors have to be settled in goods and 
services. A portion of what is due may be 
refunded by new loans or reinvested directly 
or indirectly in foreign productive enter- 
prise and possibly in equity ownership posi- 
tion but that only postpones the day of 
reckoning. The process of piling up credits 
abroad cannot go on forever. Already the 
annual interest and sinking fund require- 
ments on our foreign lendings are estimated 
to amount to close to a billion dollars and 
the time is certainly approaching when the 
new lending will do little more than cover 
such charges. And then what? Inevitably 
the American people will have to accustom 
themselves to an import balance of trade— 
a condition where we will import more of 
foreign goods and services than we export 
of our own. In other words, to maintain 
our present rate of exports, we must not 
raise obstruction to a material increase in 
our imports. Some say. that we can avoid 
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this by following England’s example of con- 
stantly reinvesting the proceeds of our for- 
eign loans, the principal and perhaps part 
of the interest, but let us be mindful that 
England from the time she became a creditor 
nation always had a balance of trade on the 
side of imports. 


American Investor In Complete 
Control 


é66TT"HE excessive competition of Ameri- 
can bankers today for loans abroad is 
to be deplored, but in reality our American 
investor is in complete control of the situa- 
tion. If he shows a disposition to buy in- 
discriminately, then there will be bankers 
in number, who, to obtain his trade, will 
likewise buy indiscriminately and compete 
with one another to so buy even though 
it means the relinquishment of essential 
standards of soundness, the value of which 
they should well know. If with care in 
the selection of those upon whom he relies 
for investment information and advice, the 
investor uses his best judgment in measuring 
foreign credits, then the dangers in excessive 
competition of bankers in the purchase of 
foreign loans will naturally disappear. 
“With regard to the suggestion that our 
foreign loans should be restricted to those 
for productive purposes only, all will agree 
in principle. In practice however, it is 
almost meaningless in the case of govern- 
ment borrowing. Every government, 
whether national, state or municipal (ours 
included), is constantly making non-pro- 
ductive expenditures and political expediency 
demands it. The direct uses of the money 
we lend may be controlled but the indirect 
cannot be. We may lend for instance to 
construct a railroad but the effect may be 
to release a like amount of funds for the 
building of a battleship. 


Lending Cannot Be Stopped 
by Criticism 
66D OSSIBLY in the light of what I want 
most to emphasize, I have already 
spoken too much at length regarding this 
foreign lending, but I am solicitous that 
all should be thinking about it and think- 
ing clearly, for such lending is essential 
and cannot be stopped by criticism. It will 
bring new problems and commercial and 
financial readjustments in its wake, the na- 
ture of which should be understood and 
anticipated. 
“I denied rather emphatically a little 
earlier in my discussion that the banker is 
(Continued on page 64) 
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The Condition of Business 


Outlook Is Favorable for Last Half of 1927 as the General 


Business Situation Is in a Strong Position. 


Volume of Trade 


and Profits Will Fall Behind Last Year, However. Price Trend 
Shows Little Change. 


HE second half of the year finds 

the general business situation in a 

strong position and the outlook still 

favorable. With the passing of the 
first six months it has become increasingly 
evident that volume of trade and profits 
would probably not quite measure up to the 
record year 1926, but at the same time it has 
become no less clear that the recession would 
not extend a great deal below last year’s 
level. 

Considering individual lines, the outstand- 
ing feature is the “spotty” or irregular 
character of the present situation. 

Facts and figures are now available which 
permit a rather definite analysis of what has 
taken place so far and furnish a valuable 
if not precise guide as to what may be 
expected when the final records for this 
year are written down. Before discussing 
the outlook in detail, therefore, may we 
present this evidence in the form of a 
table which has been prepared to show for 
some forty of the leading lines of industry, 
the increase or decrease in production for 
the first five months of 1927 as compared 
with the corresponding period of 1926, with 
similar data for the month of May. Ina 
few instances the April statistics are the 
latest available and are used, together with 
four months’ figures. 


Production in Leading Industries 
Percentage change compared with 1926 


Metals 


May 1927. Five Months 


Pig iron production 

Steel ingot production .... 
Copper (refined) production 
Lead production 

Zine production 


Machinery 


Automobile production .... 
Truck production 

Freight cars ordered 
Locomotives ordered 
Machine tools ordered .... 


Building and Materials 


Contracts awarded, area... —14.3 
Contracts awarded, value. . 9 
Road building contracts. . 
Lumber production 

Cement production 


Coal and Oi 


Bituminous coal mined.. 
Anthracite coal mined.... 
Crude oil production 
Gasoline production 
Lubricating oil production 


Cotton consumption 
Wool consumption 
Silk consumption 
Rayon production 


Leather and Shoes 


Sole leather production .. 
Upper leather production.. 
Shoe production 


Meat Packing 


Cattle slaughtered 
Calves slaughtered 
Swine slaughtered 
Sheep slaughtered 


Foodstuffs 


Wheat flour production . 
Sugar meltings 


Cottonseed oil refined.... 


Tobacco 


Cigarette production 

Cigar production 

Smoking, chewing, snuff. . 
Miscellaneous 


Rubber tire production .... 
Newsprint output 


TEEL production, most basic of all our 

industries, has held up practically on a 
par with last year, as has pig iron output. 
The outlook is spoken of as good, notwith- 
standing the expectation that the summer 
demand will be relatively quiet. Unfilled 
orders of the United States Steel Corpora- 
tion have fallen to the lowest level since 
1910, but accompanied by record output, this 
furnishes a striking illustration of the hand- 
to-mouth buying regime. Prices of finished 
steel are barely holding firm, and pig iron 
prices are still declining, the Jron Age com- 
posite for pig iron June 30 standing at 
$18.71 per ton, which is $1.00 below the 
quotation on January 1 and, with the excep- 
tion of the acute depression in 1921-22, the 
lowest since 1916. 

Of the nonferrous metals, copper pro- 
duction is running 10 per cent ahead of a 
year ago and prices are down to 12.50c. per 
pound which is lc. below the year’s high last 
March and 1.25c. under a year ago. The 
outlook for producers is only fair, as is the 
case with lead mining, where present price 
of 6.30c. per pound compares with 7.80c. in 
January and 8.30c. a year ago. Zinc pro- 
duction is being curtailed slightly and price 
of 6.15c. compares with 6.90c. in January 
and 7.20c. a year ago. 


Automobiles and Machinery 


UTOMOBILE production for the first 
five months was 13 per cent under the 
same period last year for passenger cars but 
7.5 per cent ahead for trucks, with the out- 
look regarded as fair. In the passenger car 
field the struggle among producers is con- 
stantly shifting the status of different com- 
panies and if it is certain that a few manu- 
facturers will enjoy excellent earnings it is 
equally sure that other concerns are finding 
it increasingly difficult to keep in the race. 
Several new models have recently appeared 
and more are in preparation, while the trade 
is featured by better quality, and price re- 
ductions, which add to competition and the 
problems of trade-ins and used cars. 
Motorists are interested in the latest an- 
nouncements that the Ford Motor Company 
has “in the works” a new six-cylinder car 
that will be introduced to the market this 
winter, possibly for the New York Auto- 
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mobile Show in January. The new model, 
which will be the first six to be marketed 
by Ford, will probably be known as the 
“Edison Six” in honor of Thomas A. Edison, 
between whom and Henry Ford there is q 
warm friendship. It is expected the new 
Edison Six will be priced around $1,400, 
possibly a shade under. It is likely it may 
be manufactured and distributed by the 
Lincoln organization. The six-cylinder prod. 
uct is entirely different and distinct from 
the four-cylinder car, which is to supplant | 
the Model T. 

The railway equipment business has been 
running under 1926 and although the summer 
has brought some improvement the prospects 
are rather poor. Conditions in machinery 


and tools are quite similar and little better, 7 


Building and Materials 


HE manner is which building 

struction has held up this year is most 
reassuring. The May figures, latest avail- 
able, for contracts awarded were 1.9 per 
cent ahead of May, 1926, and the five 
months’ total only 2.3 per cent below last 
year. It is significant, however, that in 
area the corresponding figures this year are 
14.3 and 6.7 per cent respectively below last 
year, showing that the rising cost of build- 
ing construction has not yet been checked 
This factor of high cost may become trouble- 
some to real estate operators if rents should 
experience any material decline as a result 
of excess space available. 

The building supply business is good, with 
cement production running actually ahead o/ 
last year while lumber is down 10 per cent, 
reflecting the continued shift away from 
lumber and toward fireproof steel and 
cement construction. The national road 
building program is being carried ahead 
steadily. 


Coal and Oil 


S the strike of part of the bituminous 
coal miners now enters upon its fourth 
month, the situation remains comfortable, 
as far as the available supply on the market 
is concerned, and the railroads, _ public 
utilities and commercial consumers have ex- 
perienced no difficulty in obtaining tonnage 
promptly from non-union mines. 

The strike effect has been mainly notice- 
able in Ohio, Illinois and Indiana, where 
the union has its strongest hold. In West 
Virginia, where the union very 
strong, the reduction of output in the first 
month of the strike was only about 14 per 
cent, and in Kentucky the reduction was 
negligible. In Pennsylvania the production 
in April as compared with March was 
about 30 per cent. All mines of the country 
produced 34,674,000 tons in April, or nearly 
60 per cent of the March output. 


+ 7.5 — 4.5 
4 
7 +12.2 
5 — 2.3 
5 — 5.5 : 
— 9.6 — 7.6 4 
Metals 
| 
4 
Bric 
x 
| 
ug 
— 2.3 — 1.7 
+ 3.0 — 0.5 s 
+10.3 +10.0 
+15.6 +18.0 
— 4.5 — 1.2 : 
— 5.6 —13.1 
+ 0.2 + 7.5 
+ 895 — 6.0 my 
+13.3 — 69 
— 6.7 a 
2 — 2.3 
+ 7.9 
—10.7 
+ 5.2 
ay 
— 9.4 + 6.4 % 
— 0.6 +23.1 U5: 
+20.3 422.1 
+ 9.4 +-16.0 
— 2.9 — 14 
Textiles 
$22.5 +91 
+14.8 
$33.4 +17.2 
+10.0 
+26.3 +21.6 
+ 0.2 + 2.6 
+ 3.9 + 4.8 
| — 2.4 
— 
7.2 4+ 3.8 
|_| 


con- 
nost 


nous 
able, 
irket 
ublic 


nage 


tice- 
here 
West 
very 


first 


| per 


was 
ction 
was 
intry 
early 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Fhe Lithy, Check 


Simple Convenient Labor-Saving 


This check stub has been gotten up for the 
double purpose of keeping in the check book, 
in the simplest and most convenient manner, 
and with the least possible labor, the original 
record of the check data, and a brief auxiliary. 
bank account to guard against overdrafts. 


Balance in Bank 


Patd. Sep.!, 1925 


Reduced Size 
Adaptable to any number of Checks on the Page 


The latter is accomplished (Ist), by opening 
up in the favorite check data arrangement of 
the common, plain stub, (immediately below 
the uppermost No-of-check line on the page). 
a space for entering deposits; and (2nd), by so 
adjusting the signs, lines and spacing as auto- 
matically to set all the balances, deposits and 
totals in their logical positions in the same 
money column:—both of which differ from all 
other stubs. This perfects the arrangement and 
so simplifies and facilitates the process that not 
an avoidable computation or figure is made 
and it excels all other stubs. 


As the stub adds such bank account arrange- 
ment to the check data arrangement, it meets 
both requirements and will relieve banks of hav- 
ing to provide check books with other than this 
one kind of stubs. 


Further: this stub will greatly facilitate the 
making out of income tax returns to individuals 
not keeping a regular set of books, if one will 
deposit all his receipts in the bank at the time 
received and will separate each item of income 
and indicate its date and source in the deposit 
space; for it will then be an easy matter, at the 
end of the year, to run through the year’s stubs 
and pick out and classify its items of income. 
So to deposit all one’s receipts in the bank makes 
the stub a complete and convenient income rec- 
ord, it is conducive to safety and thrift, and it 
benefits both such depositor and the bank. 


Check book printers (or banks) can obtain 
from the undersigned the right to make this 
stub. The charge is small compared with the 
advantages. Banks can safely order check books 
with this stub and try it. Depositors will ap- 
preciate such improved check book. 


The Stub Has No Equal 


“This is the best form we have ever seen” 
(From a large printer) 


Chas. T. Luthy, Peoria, Ill. 
610 W. Armstrong Ave. 


When writing to advertisers please mention the American Bankers Association Journal 
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For Check Collection 
The Country Over 


By train and plane, in 
a good day’s work, this 
institution received and 
dispatched over 160,000 


out-of-town checks 


The CONTINENTAL and 
COMMERCIAL 
BANKS 


CHICAGO 


RESOURCES HALF A BILLION—AND MORB 


Production by areas compares as follows 
in tons: 
March 


West Virginia «+++ 14,116,000 
Pennsylvania .. coos 


34,074,000 


That the present rate of production js 
maintained to about the April basis is in- 
dicated by figures for the fourth week of 
May, as compared with the weekly average 
for April. Production in May this year 
was 1,207,000 tons below that in May, 1926, 


The April average hereunder is based on one 
fourth of the monthly production. 


April, 1927 Week ended 

Weekly average May 28, 1927 
West Virginia 3,185,000 
Pennsylvania 2,198,000 
1,452,000 
127,000 
109,000 
55,750 61,000 


8,668,500 8,476,000 


A new high record for crude oil pro- 
duction in the United States was set in the 
week ended on June 25, when the average 
daily gross output amounted to 2,510,750 
barrels, against 2,509,650 barrels in the pre- 
ceding week and 2,021,150 one year ago. 

Virtual collapse of the agreement entered 
into on May 25 by the principal oil operators 
in the prolific Seminole area of Oklahoma to 
curtail production has been admitted by 
interests prominent in the oil industry. There 
has been no actual termination of the agree- 
ment, but as measured by results this latest 
effort to solve the problem of excessive 
production has ended in failure. 

After nearly six weeks of experience 
with the umpire system the industry is seeing 
production in the Seminole reach new peaks 
of over 400,000 barrels daily and leading 
oil executives no longer expect the restriction 
which it was hoped to accomplish when the 
first conference of operators was held. 
Whether another effort will be made to 
bring about a new and more binding agree- 
ment can not be learned, but oil officials 
say it is no secret that the producing policy 
in Seminole now is “every man for himself.” 

New operations in Seminole are pro- 
ceeding virtually without restraint. The 
number of recent completions has been un- 
usually large, but in spite of that fact about 
450 new operations are under way at this 
time, with the number constantly increasing. 
Oil officials do not believe that the ultimate 
peak has been reached in Seminole, but they 
do not believe it is far off. Until production 
there “turns the corner,” through the dis- 
trict’s own productive limitations, it is pre- 
dicted that little improvement need be ex- 
pected in the general petroleum situation. 


Textiles Have Revival 


HE remarkable revival in the cotton in- 

dustry, stimulated by low priced raw 
material, may be judged from the following 
figures for the first five months of 1926 and 
1927, which require no comment: 


Raw Cotton Consumption—bales 
1926 1927 


January 582,315 604,584 
590,447 

694,193 
577,678 619,140 

516,376 633,024 


48 
12,250,000 
9,540,000 
entucky 6,060,000 6,034,000 
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Raw Cotton Exports—bales 
January 1,115,792 
February 1,010,507 
1,129,537 
855,449 
628,132 


28,144 
330663 
Unfilled orders 572,009 
Inventories 177,890 

Probable cotton acreage is estimated at 
43,877,000 acres by the Commercial and 
Financial Chronicle which, compared with the 
Department of Agriculture’s report for 1926 
amounting to 48,730,000 acres, represents a 
reduction of 9.96 per cent. 

Woolen industry is consuming raw ma- 
terial at a rate around 12.5 per cent higher 
than last year but conditions in the goods 
trade leave much to be desired and the out- 
look is for poor earnings due to more than 
ample plant capacity and restricted demand. 
Silk mills are running considerably more 
actively than last year and the recent decline 
in raw silk prices has stimulated sales but 
will also have the effect of decreasing 
earnings. Complaints about overproduction, 
overstocks, etc., are heard in many quarters, 
which is somewhat surprising in view of 
the strong vogue for silk dress goods, 
hosiery and underwear. Rayon production 
is growing very satisfactory with excellent 
prospects, and an extensive program of ad- 
ditional plant construction is being planned. 


Leather and Shoes 


HE hide markets at the mid-year stand 

at their highest point for a long time, 
representing a 30 per cent advance since 
March and even more so compared with 
July, 1926. 

This has naturally improved the imme- 
diate outlook for leather tanneries, which 
have been in a depressed state for years, 
but the long-term outlook is not bettered 
thereby unless they can raise leather prices 
after their present stocks produced from 
low-priced hides are disposed of, and any 
increase in leather prices will be resisted 
by the shoe trade. 

Manufacturers of footwear are having a 
reasonably good business, production running 
slightly ahead of last year. There is a 
question, however, whether the late spring 
weather did not curtail retail sales to a con- 
siderable extent and spoil the spring sea- 
son. 


Meat Packing 


URTHER improvement in the general 

position of the meat packing industry has 
been witnessed during the past month and 
Profits of the leading companies are likely 
to make further moderate gains during the 
next several months. As a result of high 
hog prices and weakness in pork and other 
products, profits of most companies were 
very poor in the first four months of the 
year, but with hogs now selling under $9 
per hundred pounds, as compared with over 
$14 last year, costs are lower and profit 
margins are materially more satisfactory. 
Despite the advance in corn prices, the 
Prospect is for relatively low hog prices 
during the remainder of 1927. Prices will 
Probably average somewhat higher than 
those now prevailing, but so also will pork 
and lard. Storage supplies are being re- 
duced as the establishment of lower prices 
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Our Preliminary Survey for this eight 
story building for the Aurora National 
Bank, showed that five additional floors 
could be profitably tenanted, and the steel 
framing was designed to permit of their 
construction at a later date. 


The building was 100% leased the day it was 
opened, and additional requests for space indicated 
that extra floors could have been readily rented. 


This again proves the accuracy and value of these 
Preliminary Surveys which are a part of Weary and 
Alford Company Complete Service. 


WEARY AND ALFORD COMPANY 


BANK AND OFFICE BUILDINGS 
1923 CALUMET AVENUE 
CHICAGO 
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PARAPHRASED PROVERBS 


The Proof of the 
Advertisement is the Test 
of the Service 


The value to you of your 
reserve city account should 
be judged: 


By results obtained rather 
than by intangible promises 
of service. 


By definite accomplishments 
and facilities actually pro- 
vided rather than by generali- 
ties. 


By consistent attention to de- 
tail and sustained interest in 
your particular needs. 


Your account will suffer least 

-in analysis when carried with 
a bank prepared and equipped 
to meet all these tests. 


We welcome an opportunity 
to serve you. 


THE 


PHILADELPHIA-GIRARD 
NATIONAL BANK 
PHILADELPHIA, PA. 


Capital, Surplus and Profits. . . .$28,500,000 


has stimulated consumption. Export de. 
mand is also slightly improved. 

Although official notices of the settle. 
ment of the South American meat trade war 
are still lacking, some relief from the jp. 
tense competition of the past year is ap. 
parently being obtained. Efforts are being 
made by American packers also to stimulate 
demand for pork products in Europe, there- 
by recovering a portion of the trade lost as 
a result of high hog prices in this country 
in the past several years. : 


General Prices Show 
Little Change 


HE sharp increase in prices of certain 

agricultural products should not be 
allowed to give the misleading impression 
that the trend for commodities in general 
has turned upward. Metals, fuels, oil, 
rubber and other commodities are still on 
the downgrade and the composite index 
shows litle change but is 5 per cent below 
a year ago, according to the United States 
Bureau of Labor Statistics. The index by 
groups follows: 


Farm products ......... 
Foods 

Clothing materials 
Fuels 

Metals and metal products 
Building materials 
Chemicals and drugs.... 


_ 
Nw 


NI wi 


House furn. goods ...... 
Miscellaneous 


bo 


wn) 


All commodities 144.2 


Money Market on Even Keel 


HE money market is essentially un- 

changed from the past three months. 
The fact that call money went to 5 per cent 
at the end of the month is without sig- 
nificance. It is customary due to out-of-town 
banks calling loans in preparation for July 
1 payments. Besides, firmness results from 
shifting of funds incident to July 1 interest 
and dividend payments. , 

The tone of collaterial money should be 
firm from now on as commercial and crop- 
moving demands materialize. Present com- 
fortable conditions are further seen in a 
softness in commercial paper, a greater bulk 
being quoted at 4 per cent, the very prime 
name quotation, and only a few names at 
4% per cent, the bulk of good ordinary 
names going at 4%. 

There is no getting away from the fact 
that money is seeking business rather than 
business seeking money. This alone is suff- 
cient to account for the large expansion 
of banks’ holdings of investments, especially 
in corporate securities. Short-time rates 
are fractionally firmer than they were a 
year ago, but the loan expansion of the re- 
porting member banks is not sufficient to 
account for the difference. Money continues 
to go abroad, where short-time rates are 
attractive. This, together with the expan- 
sion of bank funds in security holdings, 
and not the higher volume of security loans, 
accounts for the relatively higher rates at 
this season. 

New offerings of investment securities 
during June continued in fair volume but 
there are obvious symptoms that a number 
of recent syndicates have not gone so well 
as expected. The market may be suffering 
from a mild attack of indigestion, caused 
perhaps by the heavy offerings this year of 


50 
May April May 
1926 1927 1927 
2 136.7 137.4 
147.3 148.0 a 
169.1 169.6 
160.6 158.2 
121.9 120.6 
165.0 165.6 
121.8 1219 
Has 1202 
118.5 120.2 
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foreign securities and the opinion of some 
investors that they have enough of this class 
for the present. Result has been a decline 


of several points in quotations of some recent 
bonds, and a holding off of proposed loans 
until a more opportune time. 


Major Financing in June 


Issue 
Canadian National Railway Co. 
Hudson Coal Co. Ist series A 
International Tel. & Tel. Corp. deb 
Marland Oil Co. notes 
Koppers Gas & Coke Co. s. f. deb 
Southern Pacific Co. Oregon Lines, Ist series A 
Utilities Power & Light Corp. deb 
Free State of Bavaria, treas. note part. cfts.... 
City of Copenhagen, Denmark 
P. Lorillard Co. 
International Securities Corp. of Amer., deb 
State of Arkansas, highway notes................ 
Iowa Public Service Co. 
Eastern Ambassador Hotels, Ist & ref. s.f......... 
Western Maryland Ry. Co. 1st & ref. series A 
City of Baltimore 
Federal Water Service Corp. conv. : 
Chicago, R. I. & Pac. Ry. Co. eq. tr. cfts. series O 
Shubert Theatre Corp. deb 
Fox Detroit Theatre Bldg. 1st fee & lease. s.f.... 
333 N. Michigan Bldg., Chicago Ist 
W. F. Hall Printing Co. 1st & col. tr. s.f. series A.. 
Pathe Exchange, Inc. s.f. 
City of Sao Paulo, Brazil. ext. 
Pittsburgh Screw & Bolt Corp. s.f. 
State of Missouri, 
Wisconsin Michigan 
Pennsylvania Glass { 
Province of Upper Austria, 


Power Co. 
Sand Corp. 
ext. 


Due 
1957 
1962 
1952 
1929-32 
1947 
1977 
1947 
1928 
1952 
1937 
1947 
1938-48 
1957 
1947 
1977 
1935-71 
1957 
1930-42 
1942 
1942 
1930-42 
1947 
1937 
1957 
1947 
1936-37 
1957 
1952 
1957 


Amount 
$65,000,000 
35,000,000 
35,000,000 
30,000,000 
25,000,000 
20,000,000 
20,000,000 
20,000,000 
15,000,000 
15,000,000 
15,000,000 
13,000,000 
12,000,000 
12,000,000 
12,000,000 
11,847,000 
10,000,000 
8,515,000 
7,500,000 
6,400,000 
6,250,000 
6,000,000 
6,000,000 
5,900,000 
5,000,000 
5,000,000 
5,000,000 
5,000,000 
5,000,000 


WN 


AN 


x 


99% 
9334 


Be Fair to the Good Customer 
By W. R. BELTZHOOVER 


President, Britton & Koontz National Bank, Natchez, Miss. 


HE Natchez banks got together and 

inaugurated the service charge in 

June, 1924. I have frequently been 
asked what and how many complaints we 
have had from customers; the complaints 
have been practically nil. I cannot remem- 
ber of hearing a single one directly—possi- 
bly half a dozen indirectly in three years. 
The other banks make the same report. 
If we had put on an educational campaign 
for a few months in advance of the ser- 
vice charge, I believe that there would have 
been practically no complaints. The vice- 
president of one of the other banks told 
me of overhearing a customer in the barber 
shop criticizing the service charge, but after 
three years this critic has not closed his 
account and is still paying 50 cents per 
month. 


E, of course, lost a good many worth- 

less accounts, but not as many as we 
would like to lose. Our bank in the first 
year closed out 936 accounts, amounting to 
$19,641.08, or an average of $20.98 each. 
We still charge an average of about 200 
accounts per month, and the other banks 
do about the same in proportion to their 
deposits. There have been a great many 
accounts that have been increased to aver- 
age over $100 to avoid the service charge, 
and this increase has more than offset the 
accounts lost. I know that many bankers 
have been considering the service charge for 
several years and have not adopted it for 
fear of adverse criticism. Why should a 
bank keep books for a mass of very small 
‘Customers at the expense of the depositors 
who are making it possible for the bank 
“to operate? Close out the small accounts 
:and keep those people supplied with chew- 


ing gum or cigarettes out of the expense 
account if it is necessary to have their 
good will. It will be a lot cheaper and 
fairer to the real customers. 

Is it fair to the good customer of the 
bank whose average deposit is frequently 
200 to 500 times greater than that of the 
accounts under discussion to keep him wait- 
ing from a few minutes to possibly half 
an hour on a busy day while the tellers 
are cashing the checks of the $20 average 
depositors, frequently having to refer to the 
bookkeepers to find out if there is any bal- 
ance at all? We could not open additional 
windows on what we were making from 
the thousand-odd accounts that averaged $20. 

Is it fair to charge a good customer 
8 per cent on loans when his statement 
and average balance in the past should 
justify a better rate? The expenses of the 
bank must be met, but is it fair that he 
should pay for possibly 200 unprofitable 
accounts that the bank is carrying to every 
one account like his own? 


NE banker whom I asked about the 

service charge said it did not get rid 
of enough of the unprofitable accounts to 
suit him, and I feel that possibly if .we 
were starting it again, we might raise the 
charge from 50 cents to $1 per month for that 
very reason. From the experience we have 
had with the service change in Natchez, 
I would not hesitate a moment to be the 
only bank in our town to inaugurate a ser- 
vice charge, firm in the conviction that if 
a proper explanation was made to the pub- 
lic then our bank would have a greater 
chance of getting and keeping the really 
good accounts and being in a better position 
to be of real service to our community. 
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LOSS IS PAID WITHIN 
TWENTY-FOUR HOURS 


U. S. Fidelity & Guaranty Pays 
Taylor, Bates & Co. 


The United States Fidelity & Guar- 
anty Company yesterday before noon 
paid to Taylor, Bates & Co., stock 
brokers of 100 Broadway, the full 
amount of their brokers’ blanket bond. 
This was on account of the loss of 
$134,000 in securities through the dis- 
appearance of the brokerage firm’s 
messenger. The payment was made 
within twenty-four hours from the 
time of the loss. The messenger has 
since returned and alleged he was kid- 
napped and the securities taken from 
him. 

The blanket bond of the United 
States Fidelity & Guaranty was written 
through its general agents, Flynn, Har- 
rison & Conroy, of 16 Liberty Street. 
—New York Journal of Commerce, 
May 7. 


SIDE from broad cover- 
age under a Bankers’ 
Blanket Bond of the United 
States Fidelity and Guar- 
anty Company, you are 
assured of service such as is 
suggested by the clipping 


reproduced above. 


May we have our agent in your 
city give you the facts ? 


United States Fidelity 
and Guaranty 
Company 


BALTIMORE, MARYLAND 


Over 7,500 Branches and Agencies 
in United States and Canada 
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‘‘Business Control 
Through Analysis” 


aims of the business. 


NEW YORK 
PHILADELPHIA 
BOSTON 
PROVIDENCE 
BALTIMORE 
RICHMOND 
WINSTON-SALEM 
WASHINGTON 
BUFFALO 
ROCHESTER 


CLEVELAND 
AKRON 
CANTON 
COLUMBUS 
YOUNGSTOWN 
TOLEDO 
CINCINNATI 
DAYTON 
LOUISVILLE 
HUNTINGTON 


DETROIT 
GRAND RAPIDS 
KALAMAZOO 
PITTSBURGH 
WHEELING 


ATLANTA 
MIAMI 
TAMPA 


A Preparedness Text on Budget Control 
just issued by Ernst & Ernst 


Accounting in any business can be developed, 
in an economical and practical way, to a point 
where expenditures are based on sound stand- 
ards, where every dollar is intelligently spent for 
a cause and readily measured for its effect as a 
contribution toward the accomplishment of the 


This is Modern Accountancy. It is the machin- 
ery of effective Budget Control. And Budget 
control is business control—through Analysis. 


‘‘Business Control Through Analysis”’ is a 
32-page booklet. It is written from the execu- 
tive viewpoint, and is timely and practical. It 
will be mailed on request. Address nearest office. 


ERNST & ERNST 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


NEW ORLEANS 
JACKSON 
DALLAS 

FORT WORTH 
HOUSTON 

SAN ANTONIO 
waco 

DENVER 

SAN FRANCISCO 


CHICAGO 
MILWAUKEE 
MINNEAPOLIS 
ST. PAUL 
INDIANAPOLIS 
DAVENPORT 
sT. Louis 
MEMPHIS 
KANSAS CITY 
OMAHA 


A New Advisory Board 


(Continued from page 11) 


state that they have been able to get ac- 
counts and new business that other means 
had failed to secure. Frequently, the mem- 
bers give letters of introduction to their 
numerous friends and acquaintances. The 
bank encourages this to the fullest extent. 
It provides them with stationery, on which 
the names of the advisory committee ap- 
pear and it has directed the attention of the 
public to the work that these ten women 
are doing by publishing an advertisement in 
the newspapers, telling of their activity in 
the affairs of the bank. As such a great 
part of a bank’s new business may be at- 


tributed to a kind word or a personal recom- 
mendation, it may readily be appreciated by 
bankers in any city what a fine thing it is 
for an institution to have a group of prom- 
inent women active in its behalf and in- 
terested in obtaining the business of 
their friends for it. 

From time to time, benefits and other 
charitable events are arranged by various 
organizations in New York City and it is 
customary for the bank to offer to take care 
of the financial proceeds. Then too, the use 
of the board room is proffered to a group 
of charitable organizations, whose financial 
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affairs are handled by the bank. The exten. 
sion of this courtesy brings into the bank 
a number of representative women, gives 
them a first hand impression of its facilities 
and tends generally to promote good will, 


we practical questions outside of 
the ordinary routine arise that have a 
direct relation to the woman’s department, 
these can be referred, if desired, to the ad- 
visory committee. For instance, the bank 
officers wondered whether it would be better 
if women were employed as tellers in the 
woman’s department. The matter was pre- 
sented to the advisory committee and the 
impression was confirmed that women would 
not regard this as a distinctive feature but 
probably would prefer to have their dealings 
with men tellers. However, it was pointed 
out that, in some financial matters, women 
would feel reluctant to discuss their vexing 
problems with men and that having a sym- 
pathetic but practical minded woman as a 
counselor would be a distinct asset in pro- | 
moting the services of the institution. 

One of the great problems facing a trust 
company is to educate the public—and espe- 
cially women—as to the many ways in which 
the corporate fiduciary can fulfill their needs, 
When they have been informed of the ad- 
vantages in appointing an executor, an ad- 


_ ministrator or a trustee that is always on 


the job and one, which is in every sense an 
expert in money management, it has been 
found that the sales resistance to designating 
the trust company in various capacities is 
greatly lessened. The woman’s advisory com- 
mittee may be used to great advantage in 
spreading this information because the 
women talk a language that can be under- | 
stood by members of their own set. 


HILE it may be a bit too much to ex- 
pect even the best informed women to 
understand how various businesses are 
financed, it is understood that a number of © 
satisfactory commercial accounts may be 7 


traced to primary suggestions and investi- 7 
For in- 


gations made by this committee. 
stance, there are hundreds of smart specialty 
shops in the shopping district that are in 
close proximity to the offices of this insti- 
tution. It had never sought to finance them 
because the loaning officers were doubtful 
whether the character of their business, 
based to a considerable extent on the ca- 
pricious turns of style and fashion, would 
not introduce too much of the element of 
risk, 

The committee made a quiet inquiry and 
discovered that many of these shops would 
be regarded as acceptable risks, as they en- 
gaged in a self-liquidating operation that 
would require the use of capital for only a } 
short while under very satisfactory con- 
ditions. So it may be seen that the value of 
the woman’s contacts enters into the com- 
mercial side of banking ‘as .well as others. 

It would appear that this idea may be 
adopted in any sizable city with the pros- 
pect of satisfactory results. It is essential, 
of course, that the same care, which is 
evinced in the selection of the board of di- 
rectors, be exercised in the choice of this 
committee. But, once a representative and 
harmonious group has been chosen, it can 
be made a functioning part of the bank with 
possibilities limited only by the vision and 
guidance of the directing officers. 


| 
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Bank Stocks 


(Continued from page 3) 


subject, and from the standpoint of the Bank 
Supervisor, we must proceed cautiously. 

“Branches in outlying communities undoubtedly 
are serving an excellent purpose, but in congested 
parts of the state it does seem as if we have almost 
reached the saturation point on new banks and 
branches. My concluding words on the subject of 
bank mergers is that a merger to be sound and 
therefore desirable should have apparent logical and 
proper results.” 


Bank Operating Ratios Improve 


URING the past month the Federal Re- 
serve Bank of New York has made 
public the results of its annual study of 
earnings of member banks in the Second 
Federal Reserve District, which show the 
general trend and are valuable for com- 
parison with individual banks. 
The average operating ratios as given for 
representative member banks for 1925 and 
1926 are as follows: 


Ratios expressed in percentage: 


Capital funds—gross deposits 

Loans and investments—total available 
funds 

Loans—loans and 

Demand deposits—gross deposits 

Interest paid on deposits—gross deposits 

Gross earnings—loans and investments. 

Gross earnings—total available funds.. 

Net earnings—total available funds.... 

Net earnings—capital funds 

Earnings other than interest and 
count—gross earnings 


Ratios in percentage of gross earnings: 


Salaries and wages 

Interest paid on borrowed money 
Interest paid on deposits 

Taxes 

Other expenses .. 

Total expenses .... 
Net earnings before ch 
Charge-offs on loans 

Charge-offs on securities 


w 
AMS 


One 


The figures tell their own story—a slight- 
ly stronger capital structure, decrease in pro- 


A QUIET and 
imposing 
bronze entrance 
between heavy 
limestone columns 


is quite seeml 
for the hundred- 
year-old First 
National Bank 
of Sunbury, Pa. 


The Esthetic and the Practical 


finest buildings in any community —the jewelry, in fact, of 
the whole vast six-billion-dollar annual construction program. 
That is one way to describe American bank buildings. Such build- 
ings, built as they are of granite, marble, bronze and polished steel, 
are deserving of design by the most sincere artistic talent. . These are 
not materials to be entrusted to a tyro. Such a building deserves to 
be, within and without; a structure of compelling artistic merit. 


And yet, a bank is more than an architectural monument. Within 
its walls are business men conducting an intricate business to make 
a profit. To be successful to these men as a business building, the 
structure must meet a bewildering list of specific and practical uses. 


. A complex blend of Beauty and Utility, this problem of design- 


ortion of demand to total deposits, in- d 

ing a bank, is it not? It can be accomplished, however. In truth, 
on and walk en it must be accomplished if your new Bank Building is to continue a 

rol & available funds (capital funds plus deposits, satisfaction and an asset through the years. 

be ¢ borrowed money, and notes in circulation), 

esti- and disposition of gross earnings practically 

it unchanged. TILGHMAN MOYER COMPANY 

e in Twenty-Four Advantages of The Design, Construction and Equipment of Bank Buildings 


nsti- 
hem 
ful 
ness, 

ca- 


Bank Stocks 


EVERAL of the characteristics, which 
at the present put representative bank 


ARCHITECTS 


- ENGINEERS 


HAPTER VII of our book, ‘Building the TILGHMAN MOYER ComPANY, Allentown, Pa. 


Gentlemen: Without obligation, please send 
me a copy of “Building the Bank for Business.” 


stocks in a class by themselves as regards Ce for Business,’’ is devoted to this in- 
investment, and contrasted with most indus- teresting subject. One banker's comment calls it 
trials, also railroads and public utilities, ‘the homeliest and clearest exposition of Beaut 

might be noted briefly as follows: I’ve ever read.” The other chapters are as full 
of meat and suggestions. 


ould 
t of 


Name:___— 
Address: 


and 
ould (1) Vital importance of the banking busi- 


en- 
that 
ly a 
con- 
e of 
‘om- 


ness, which is indispensable to modern trade. 

(2) Safety of principal, provided invest- 
ments are made in the larger and well- 
established banks. 

(3) Stability of earnings in times when 
business may be generally good or bad. 

(4) Regularity of dividends due to con- 


The new edition is neatly bound in leather 
for a permanent place with your memoranda 
on buildings. Shall we send you a copy? 
Simply fill in the coupon and mail it. 


— servative policy of distribution and accumu- (9) Liquidity of assets, as contrasted with and state, also Federal Reserve and clear- 
ros- lation of large surplus. industrial companies which usually have ing house examiners. 

tial, (5) Valuable “rights” to subscribe to small value in liquidation. (14) Freedom from regulation by govern- 
1 is additional stock when capital is increased (10) Protection and numerous benefits mental bodies as regards charges, earnings, 
di- from time to time. from membership in the Federal Reserve wages, etc. 

this (6) Sound and conservative policies in System. (15) Absence of bonded debt or deben- 
and management are the rule. (11) Wide distribution of risk among bor- tures constituting fixed charges on earnings 
can (7) Ready marketability without large rowers, as contrasted with manufacturers’ ahead of stock. 

with sacrifice in price if it is desired to sell. holdings of merchandise and receivables. (16) Absence of preferred stock, and only 


and 


(8) Acceptability as collateral for loans 
and relatively larger per cent of market 
value that will be advanced. 


(12) Periodical publication of detailed 
statements showing condition and earnings. 
(13) Frequent examination by national 


one class of common, so that all stock shares 
equally. 
(17) Bank stock cannot be called for re- 
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The Chemical Policy is to 
seek growth in its deposits 
by aiding legitimate growth 


among its depositors. 


WE WANT YOUR ACCOUNT IN ORDER 
TO CONTRIBUTE TO ITS GROWTH. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


panies may still be purchased for permanent 
investment, and though a reaction in the 
stock market would affect bank stocks as 
well as industrials, rails, etc., they would 
probably not suffer so severely. This in 
spite of the fact that the market is an un- 
listed one, and experience shows that the 
brokers “pull all bids” quickly on declining 
prices, and that declines of several points 
in a day are not uncommon. 

Last March, when the stock market re- 
acted, New York bank stocks declined fifty . 
points or more in one week, but fifty points 
in a stock selling at, say, $500 represents 
only 10 per cent. Furthermore, there is § 
considerable speculation in bank stocks as 
a result of the prolonged rise, and many 
holders are spoken of as “shoe-string specu- 
lators,” who become frightened at the least 
decline. Some of them are frightened, and 
some brokers, confidentially, will not recom- 
mend purchasing. 

The greater part of stocks, however, are 


believed to be held by people of substantial 
means, many of them out of touch with the | 
financial market and even including indi- 

viduals and -institutions abroad, who hold 7 { 
for permanent investment and are not great- | i 
ly concerned by fluctuations. ( 


The long-term outlook was well expressed 
by Will Nassau in The Wall Street Journal 
(June 24), answering an inquiry from a 
friend who reads his bank and trust com- 
pany news column appearing in that publi- | 
cation. He concludes: 


“As to the future of bank stocks as a whole, 
the answer lies chiefly in the course of trade and 
business in the United States during the next few 
years. If there should be any marked slowing down 
in business, bank stocks undoubtedly will reflect it. 
But such setbacks can be no more than temporary. 
There is too much to be accomplished in the world, 
and American brains and American money are be- 
ing called upon more and more to help in this de- 
velopment. Anyone who is optimistic about the 
United States cannot be otherwise than bullish 
about its leading banks and trust companies, which, 
under the guidance and help of the Federal Re- 
serve System are becoming the best in the world.” 


demption, as can industrial bonds and pre- 
ferred stocks that are otherwise excellent 
investments. 

(18) Independence of the ever-changing 
conditions in any particular industry, and, 
to some extent, in any particular locality. 

(19) Increasing scientific analysis of bank 
operating costs; also elimination of unprofit- 
able accounts by establishment of service 
charges. 

(20) Participation in our growing for- 
eign trade, through profits on foreign ex- 
change, commercial credits, collections, trav- 
elers’ checks, and foreign branches. 

(21) Participation in our growing invest- 
ment business through underwriting and 
selling securities to depositors and general 
public. 

(22) Benefits for national banks to be de- 


rived from recent amendments to banking 
act, broadening powers to establish 
branches, etc. 

(23) Bank stocks have for years been 
designated by law in several states as 
“legals” for investment of savings bank and 
trust funds. 

(24) Past record of steady growth and 
probability of continued expansion in the 
future. 


Outlook for Bank Stocks Still 
Satisfactory 


ECAUSE of the high level of stock 
prices generally, the opinion among 
bankers and bank stock brokers appears 
somewhat divided. 
Shares of good banks and trust com- 


Convention Calendar 
STATE 
DATE ASSOCIATIONS PLACE 
July 21-23 Montana Helena 
July 21-23 Nevada Reno 
Aug. 26-27. Wyoming Thermopolis 
Sept. 1 Delaware Rehoboth | 
Sept. 21-22 Indiana Indianapolis 
Oct. 13-14 Arizona Flagstaff 
Oct.’ 19-20 Nebraska Omaha 
Oct. 20-22 New Mexico Deming 
OTHER 
DATE ASSOCIATIONS PLACE 
July 11-15 American Institute of 
Banking Detroit, Mich. 
Oct. 24-29 American Bankers Asso- 
ciation Houston, Tex. 
Investment Bankers 
Association Seattle, Wash. 


Trust CoMpANY DIVISION REGIONAL 


CONFERENCE 


Aug. 11-13 Pacific Coast and 


Rocky Mountain States 
Portland, Ore. 


~ 
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Recovery in the 
Flooded Area 


HE two communications printed below 

suggest the degree to which the area 

devastated by the big flood is recover- 
ing, and they also emphasize anew the 
enormity of the disaster. Though the waters 
have receded, the crisis is not passed, for 
as R. E. Kennington, president of the Mis- 
sissippi Rehabilitation Corporation, says, the 
full force of the disaster will not be felt 
until the latter part of the year when debts 
mature, and W. A. Hicks, president of the 
Arkansas Farm Credit Company, reminds 
us that the levee damage has been so great 
in some places that even ordinary high 
water will now pour into the lowlands. 


Consolidate the Debts 


R. E. Kennington, president of the Mis- 
sissippi Rehabilitation Corporation at Jack- 
son, states: 

“Approximately 350,000 acres the 
flooded area of this State will not be planted 
in cotton. In the area where the water re- 
ceded in time for planting, crops are up 
and doing well, and with favorable weather 
conditions should produce 75 per cent of a 
normal crop. Economic recovery in Wash- 
ington, Sharkey, Issaquena, and parts of 
Humphreys and Sunflower counties will be 
very slow. 

“The full force of the disaster will not be 
felt until debts mature during the latter 
part of the year. I believe it will be neces- 
sary for Congress to set up a corporation 
for the purpose of consolidating long time 
and current obligations of farmers and re- 
financing the total for long term at a low 
rate of interest; otherwise a serious situa- 
tion with far-reaching consequences will 
develop.” 


Over a Million Acres Replanted 


W. A. Hicks, of Little Rock, president 
of the Arkansas Farm Credit Company, 
writes as follows: 

“At the height of the flood it was esti- 
mated that 1,837,727 acres of land subject 
to cultivation were inundated, which during 
the year 1926 were planted as follows: 

“To cotton, 1,111,911 acres; to corn, 414,- 
378 acres; to hay, 158,493 acres; to other 
crops, 152,945 acres. 

“Approximately 1,500,000 acres of the land 
that was inundated is at this writing out 
from under the water, and it is estimated 
that approximately 60 per cent of this land 
has been planted. 

“In Arkansas it is felt to be unsafe to 
plant cotton after June 10 if it is expected 
to fully mature, so very little, if any, cotton 
was planted after the 10th day of this month. 

“Up to June 10 it was estimated that the 
water had receded from approximately 
900,000 acres of land subject to cultivation. 
Cotton acreage, on account of it being too 
late to plant, has been reduced in the flooded 
area, while corn and hay acreage has been 
increased. With favorable weather some 
planting of corn and hay crops will continue 
until July 10, and we estimate at that date 
approximately 1,100,000 acres of flood land 
will be replanted. 

“The American Red Cross is still active 


SALES SUCCESS 


with Autopoint 


ESULTS are all that count. In our 
business onr resu'ts depend upon 
YOURS. And we know by the great 


growth of the Autopoint business for adver- 
tising purposes, that those who use Auto- 


preciates its merit once they have tried it. 
Autopoint is never thrown away. 
other advertisement can you say this? 


You present Autopoint to prospects, new 


Mail Coupon 
for sample Autopoint 
Offer to executives only 


Of what 


point to increase business for them, are suc- 
cessful. Repeat orders, over and over again, 
substantiate this. 


If you have not learned the interesting 
Autopoint proposition, we urge you to mail 
the coupon for full information. A _beauti- 
ful sample Autopoint, the world’s simplest 
pencil, will be sent you, too. This offer is 
limited to bank executives. 


How Autopoini Builds 


Autopoint is successful because it is in- 
trinsically valuable—because no one but ap- 


depositors, with the name of your bank— 
a “sales message’’—permanently stamped on 
its barrel. He is impressed. Autopoint 
stays in his pocket. Each day your message 
is a reminder of you countless times. 

The increasing use of Autopoint by the 
thousands of banks and business firms that 
use it as a definite part of their selling plan, 
is its best recommendation. 


Let us send you complete information. 
There is no obligation. At least find out 
what Autopoint can do, and where it fits 


into your plans. Why not mail the coupon 
today ? 


AUTOPOINT COMPANY 


' 
' 
4619 Ravenswood Ave., Chicago, Ill. 

' Without obligation, please send sample Autopoint, 7 
booklet, sales-building proposition, prices, etc. 
“The® Better Pencil” 
' 
' 
1, Cannot ‘‘jam’’—protected by patent. But one | 
simple moving part. Nothing to go wrong. | F&M 
' No repairs. 
reight terial. 
3. Perfect balgnce—not ‘‘topheavy.’” J.A.B.A. 7-27 
' 


in some sections of the flooded area, but its 
work is gradually decreasing. If conditions 
continue as they are at present, with no fur- 
ther high water of any consequence, within 
the next thirty days they should be entirely 
relieved from further service. 


Only 10 per cent Refugees 


66,.N my opinion, not over 10 per cent of 

those who were driven from their homes 
by high water are still refugees. This state- 
ment, however, does not mean that those 
who have returned to their homes are self- 
supporting, because such is not the case, as 
many have returned to‘their homes but are 


unable to support themselves and are still 
receiving Red Cross aid. 

“Arkansas would have recovered much 
quicker from the calamity had it not been 
for the fact that many levees along all of 
the rivers were badly damaged, so that even 
an ordinary rise of water in these rivers 
will again inundate lands that are ordinarily 
above overflow. 

“We have had much rain in this state 
during the past thirty days, causing many of 
the streams to reach a high stage of water, 
which on account of damaged levees has 
inundated much land two and even three 
times since the big flood, all of which has 
caused a delay in production and return to 
normalcy.” 
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We Invite Accounts 


of banks, corporations, firms, and individuals, afford- 


ing them in addition to every financing facility; the 


varied services of a banking and trust institution 


of international scope. 


Guaranty Trust Company 
of New York 


MAIN OFFICE 
140 Broadway 


Offices in Europe: 
LONDON 
LIVERPOOL 
PARIS 
HAVRE 
BRUSSELS 


ANTWERP 


Thrift Is in No Dilemma 


(Continued from page 16) 


beyond the power to consume, we cannot 
be contributing to progress or to economical 
sound conditions. 

One of the reasons assigned for the lag- 
ging of consumer buying behind production 
is that “industry does not distribute to con- 
sumers enough money to buy the goods 
produced without a fall in the price level.” 
And another reason is “because consumers 
under the necessity of saving cannot spend 
even as much money as they receive.” 

The 1926 crop of cotton consisted of 
about 18,399,000 bales. The estimated pos- 
sible world consumption of cotton is 15,- 
500,000 bales per year. The publication of 
the government’s estimate as to the size of 
the cotton crop last year caused a drop in 
the market price of this commodity, and 


immediately there were offered very many 
plans for saving the situation, principal 
among which was the plan to take several 
million bales off the market, through the 
medium of loans extended on the cotton, 
and to enter into agreements to curtail the 
acreage of cotton. 

Now, if we can promote the best interests 
of industry by keeping up consumer de- 
mand, here would be an excellent place at 
which to begin, but obviously we cannot. 
When the price of cotton drops below 
the cost of production, it could by some 
change of psychology on the part of 
the general public be raised to a fig- 
ure that would give the planter a good 
profit, is it to be expected that planters 
would cut the acreage of cotton? It is not 
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to be expected that they would, but instead 
—being assured of the public taking all that 
was offered—they would plant more cotton, 
In these circumstances the acreage would 
increase from year to year. Could the con- 
sumer take it all? 

Suppose that all the cotton consuming 
mills decided to buy all the cotton there was 
on the market when the price fell and 
manufacture it into goods of various kinds, 
from cotton thread up to sheetings, is it to 
be expected that the public could purchase 
the products of the mills even if the public 
wanted to? There is a limit to the number 
of sheets and pillow-cases and such articles 
that can be used in a year in a large or 
small family. Neither the condition of the 
cotton planters nor of the textile mill men, 
nor the employees that work in these mills, 
would be greatly improved if the average 
family would load up with supplies of cot- 
ton goods sufficient to last them, say, five 
years. Even if they could, they probably 
would not buy in equal volume next year 
and the year after. 


Credit for Textile Industries 


wat bank would continue for long 
to extend credit to a cotton manufac- 
tory when the whole industry was produc- 
ing goods at a rate sure to glut the market 
and depress prices before long? 

An effort on the part of the cotton-con- 
suming corporations to take all the cotton 
would immediately get the industry out of 
balance—in the face of known facts—and 
head it toward disaster. If the cotton manu- 
facturing corporations increased wages, that 
those employed in the industry might pur- 
chase more cotton, and if those so employed 
discarded thrift, curtailed other expenditures 
and bought cotton to the limit, nothing per- 
manent would in the long run be contrib- 
uted to prosperity, because we would have 
an unbalanced condition. Like the real es- 
tate boom, it could not last forever. In its 
course there would come a lull, perhaps a 
depression, perhaps a period of unemploy- 
ment. 

Even if we would dedicate ourselves to 
buy all that was produced, could it be done? 
I doubt it, because outside of the volun- 
tary actions of men there are what may 
be called certain involuntary actions, mass 
tendencies. 

Within recent years a persistent attempt 
has been made to provide consumer demand 
for wheat. In the case of wheat, however, 
the attempt was made from the angle of 
price fixing. It became evident upon con- 
sidering this proposal that if the price of 
wheat were fixed at, say, $1.75 per bushel, 
two things would happen: Farmers would 
raise more wheat than they would under 
ordinary conditions, and the consuming pub- 
lic would undoubtedly turn to relief from 
a high price by using less .of wheat and 
more of other cereals. It is believed, too, 
that the price of one article of foodstuff 
could not be set at an arbitrary figure with- 
out “fixing” prices on other articles of food- 
stuff to which the consumer might turn for 
relief from higher prices than he consid- 
ered to be justifiable. 

When there is discovered and _per- 
fected some means of saving labor— 
that is, when a new labor-saving machine 
is devised—what then is to be done with 
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the determination to keep up consumer de- 
mand? The labor-saving machine, or the 
scientific discovery opening the way for the 
labor-saving machine may be of such a na- 
ture that utilization of the old products may 
be impractical. A typical case is that of 
the whaling industry and the rise of elec- 
tricity, referred to in the foregoing. 

So it is that the introduction of labor- 
saving machinery breaks the continuity of 
employment for some individuals. These 
individuals, as individuals, may lose or be 
put to some disadvantage, but the race gains 
through the coming of every new labor- 
saving machine, and, after a period of ad- 
justment and development, we find that the 
introduction of labor-saving machinery, in- 
stead of causing less people to be employed, 
produces employment for more people. 

Among savages the tendency is to consume 
all, with the result that among savages there 
are many fasts and occasional famines. 


Thrift a Handhold of 
Civilization 

NE of the handholds by which civiliza- 

tion has ascended from one high level 
to another has been thrift. By saving more 
the civilized man can produce more, and by 
keeping off famine the race has multiplied, 
ergo, there have been more people to con- 
sume. 

The whole question of thrift, personal 
or otherwise, resolves itself into this: “Is 
it more important that I keep spending, so 
that consumption may be maintained to the 
highest possible mark, or that I save for 
the time of need or old age?” (Even in- 
dustry is not immune from the weaknesses 
of “old age,” and in the United States to- 
day there are industries slowed down be- 
cause newer methods have enfeebled them.) 
This is the logical answer for the indi- 
vidual : 

“If I am independent in my old age, 
through my saving in my youth, perhaps 
then I shall be able to maintain consump- 
tion more than if I were dependent.” For 
who is a pauper cannot spend. All that 
he may contribute to consumption power 
comes from the poor circumstance that he 
is one more unit of consumption to be 
reckoned when purchases are made for the 
institution which takes care of him. On the 
other hand, the man who saves in his youth 
may, perhaps, in his old age—as many 
savers do—maintain an establishment and 
be a constant purchaser of many products. 

Some additional light on the perplexing 
problem of buying and of saving may be 
gained by looking to the processes of nature. 
It is evident that we cannot get next year’s 
crop of wheat or cotton or potatoes unless 
from this year’s crop we save a sufficient 
quantity of seed. It is equally plain that 
we cannot replant all of this year’s crop. 
There is no choice; we cannot keep all, 
and we cannot plant all and be happy. There 
must be a reasonable, sane middle ground. 
In the matter of buying and saving there 
must also be a middle ground of balance. 
If we buy all that is produced, we invite 
disaster ; if we refuse to buy any, we cause 
paralysis of business, and our own discom- 
fort and the penalty sooner or later works 
round to us individually. 

The substance of the whole matter is 
that thrift is merely deferred purchasing. 
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Bringing you the facts 


ALLS from National City bond men, 
either in person or by telephone, 

are welcomed by nearly 3,000 bankers 
every business day — welcomed because 
these representatives share with our 
clients the investment information avail- 
able through the fact-gathering facilities 
of a nation-wide organization. They are 


at your service. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS 7 SHORT TERM 


The mountain river that at certain sea- 
sons of the year rises to terrifying heights 
and spreads destruction in the lowlands is 
a better public servant when its waters 
are held back by a series of dams. Then, 
when the season of little rainfall ensues, 
the flow of the river is sufficient to supply 
the cities and towns with abundant water 
for all purposes. Nothing has been lost 
by restraining the flow in the flood periods. 

So it is with the purchasing power of 
the nation. Through thrift (deferred buy- 
ing) the nation is now enjoying a tremen- 
dous purchasing power. How great is this 
purchasing power may be suggested by the 
United States Treasury’s statistics on in- 
come of the people. These statistics for 
1924 showed income on bonds, notes, and 
other securities of this kind of $2,621,- 
492,594, and, of course, that by no means 
is the total buying pawer as the result of 
thrift. 


NOTES 7 


ACCEPTANCES 


What Last Few 


(Continued from page 35) 


same place with a paid-in capital of $100,000 
with deposits of $500,000. Assuming they 
are equal in other respects, the earning power 
on invested capital of Mr. “A’s” bank is 
twice the earning power of Mr. “B’s” bank. 
Mr. “B’s” bank paid twice the amount of 
taxes paid by Mr. “A’s” bank, at the same 
time furnishing twice the percentage of 
margin of protection on invested capital to 
its depositors. 

Banks in Louisiana are required to set 
aside a certain percentage of their net earn- 
ings to build up a surplus account, and 
though this is compulsory a heavy tax is 
levied thereon, thereby penalizing these insti- 
tutions for doing that which is made com- 
pulsory for the protection of public interests. 


)2’ 
57 
ad 
n. 
| 
Hl il iL | 
7 
ds, | | 
les Ah VA 
ve ) | 
y 
ng i 
n- 
on 
of 
u 
at 
T- 
ed 
es 
ve 
its 
to 
| 
- 
y 
ss 
d > 
of 
of 
1, 
Id 
if 
0, 
ff 
1- 
1- 
e 
h 


AMERICAN BANKERS ASSOCIATION JOURNAL 


INTERNATIONAL 
ACCEPTANCE BANK 


INCORPORATED 


International 
Banking Transactions 


Reimbursement Credits 


Foreign Exchange 
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International Acceptance 
Securities & Trust Company 


(Owned by International Acceptance Bank, Inc.) 


Trustee 
Registrar 


Fiscal Agent 
Depository 


Member Federal Reserve System 


Paut M. WarsurG 
Chairman 
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President 
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Will Farm Values Go Up or Down? 


(Continued from page 40) 


Oklahoma 24, Minnesota 26, Iowa 26, 
Nevada 30, Idaho 39, North Dakota 46, 
Arizona 48, and South Dakota 52. 


Forced Sales Increasing?”’ 


N answer to the question, “Are forced 

sales increasing?” Mr. Wiecking states 
that for the country as a whole the percent- 
age of all changes in ownership involving 
financial defaults increased so slightly that, 
in view of possible fluctuations in sampling, 
the proportion may for practical purposes 
be considered as having remained virtually 


constant. Voluntary sales decreased slightly, 
but the decline was almost balanced by the 
increase in inheritances and gifts. 

Regional averages, however, indicate that 
of the 9 geographic divisions, the proportion 
of forced transactions increased in 6 divi- 
sions, was approximately constant in 1 (the 
Pacific), and declined appreciably in 2 (the 
West North Central and Mountain states). 
Of the 6 divisions showing increased pro- 
portions, the increase was relatively slight 
in the East North Central and East South 
Central states, was somewhat larger in the 
South Atlantic and West South Central 
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divisions, and was still larger in the Ney 
England and Middle Atlantic states. 


The Outlook for 1927 


similar data for 1927 are 
not available at this. writing, a few ob. 
servations were ventured by Mr. Wiecking 
as to the indications for the current trends. 

“Conditions for the crop season of 1926. 
27 were not such as to make any general 
upturn in farm real estate values probable 
Preliminary estimates of gross farm income 
indicate a 5 per cent decline from that re- 
ceived by farmers a year ago. This estimate 
is probably conservative, and net income js 
expected to reflect an even greater fall, 

“This Bureau’s composite index of prices 
of 30 products at the farm averaged 136 
per cent of pre-war in 1926 as compared 
with 147 for the year just before. Declines 
were especially strong in the cotton, grain 
and fruit groups. Poultry prices fell 
moderately also. Dairy products about held 
their own. About the only major strong 
spots in the price situation were found in 
potatoes and in the meat-animal group, 
although hog cholera wiped out many op- 
portunities for profit. The purchasing 
power of a unit of farmer’s product in ex- 
change for non-agricultural commodities 
dropped from 89 per cent of pre-war to 85 
per cent within the year. 

“In the face of such a crop year as that 
just closed, and with the future trend still 
uncertain, not only is a general upturn in 
farm real estate values highly improbable, 
but a decline in the national average for 
1927 as compared with 1926 is reasonably to 
be expected, viewed from the income side. 


Land Values Coming More 
In Line With Earnings 


667 HERE is another factor apparently 

still operating for a decline and that 
is a widening ratio of income to value. In 
the western Corn Belt, for example, it ap- 
pears that since 1920 values have been falling 
faster than have land earnings. In other 
words, land income is being capitalized at 
an increasing rate of interest, or, stating it 
another way, values are being written down 
to yield a rate of return increasingly more 
in conformity with going rates of interest 
on first mortgages. This can, of course, 
hardly be considered wholly detrimental to 
the farming industry there, from a long run 
point of view, for the rate of return to land 
ownership under the stimulus of 20 years 
of virtually unbroken advances in land values 
had, by the close of the war, resulted in a 
margin too small for safety. That land 
values must come more into line with 
earnings is frequently commented upon by 
our correspondents. 

“Still another depressing influence, often 
pointed to, is the large number of ‘distress’ 
farms still hanging over the market. Our 
farm reporters emphasize the fact that not 
until these farms are more completely ab- 
sorbed can land prices be expected to firm 
or to move upward. 

“With the situation what it is, and the 
immediate future uncertain, voluntary sales 
of farm property cannot be expected to 
show much increase either. Farms for 
sale are“in general in plentiful supply, with 
buyers few and cautious.” 
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Faith and Facts 
(Continued from page 32) 


The estimated cost is 162,000,000 roubles. 
The sole aim of this vast undertaking is 
to bring Siberian grain and lumber of Cen- 
tral Asia, and to set free land for the culti- 
vation of cotton. In 1926 the area sown 
with cotton in Central Asia was 1,540,000 
English acres. In 1930, according to the 
Planning Board, it will be 3,625,000 acres. 
By that time American cotton will be super- 
fluous. There is a plan also to become inde- 
pendent of Scandinavian pulp and paper, of 
which 220,000 tons were imported in 1925- 
1926. Before 1927 Russia never produced 
an ounce of aluminum; she depended entire- 
ly upon import. Late last year it was an- 
nounced that mills to be put up at. Lenin- 
grad, in the vicinity of which are fields of 
excellent bauxite, will be able within four 
years to supply the whole native demand. 


The Industrialization Policy 


HE Soviet government’s plan to attain 

self-sufficiency in the chief raw materials 
is only the less important factor in its policy 
against imports. The more important ambi- 
tion aims at mechanical and power “indus- 
trialization,” so that first factory and mill 
equipment will be increased enormously in 
quantity and quality, and later the output of 
manufactured articles for mass consumption 
will be increased to supply the whole de- 
mand. The two last designs are not treated 
as identical. To the Soviets the process 
of “industrialization,” that is, the expansion 
of mills, the concentration of industrial 
capital and the creation of a sufficient sup- 
ply of really skilled workmen are for the 
present far more important than the ade- 
quate supply of the population with metal, 
textile, pottery, rubber and other necessary 
finished articles. This is because “indus- 
trialization” is an aim in itself based on 
Soviet politics. When M. Rykoff a year 
ago declared that “industrialization” is eco- 
nomically essential, because the peasants will 
never deliver produce for export unless 
they can acquire manufactured goods in 
exchange, his colleague, M. Bucharin, who 
is the chief living theorist of Communism, 
added that “industrialization will strengthen 
the urban, manufacturing population upon 
whom in the end we must rely.” This 
acute remark shows how history repeats it- 
self. When the late Count Witte was push- 
ing industrialization thirty years ago with 
the aid of “educative protection,” his oppo- 
nents in the Council of the Empire retorted 
that he was weakening the rural agricul- 
tural population upon whom the autocracy in 
the end must rely. 

The Soviet government has limited re- 
sources in capital, skill and materials. 
Having to choose whether it will push 
“industrialization” as a process, or whether 
it will supply the peasants with the goods 
they need, it comes to a compromise which 
much favors the former; and the “tovarni 
golod”—the chronic “wares famine”’—is the 
result. In 1925-26, according to the Plan- 
nng Board, the value of manufactured 
goods available for retail markets was 380,- 
000,000 roubles below the demand. This 
sum, which is about $7 per family, does not 
seem very great, but it must be remembered 
that at best Russia is an insignificant buy- 
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ing market, and it is equal to about half 
the amount of all Russia’s imports. The 
Soviets, nevertheless, persist in expanding 
their “means of production” (that is, plant, 
power and materials) at the expense of 
their output of manufactured goods for the 
consumer. According to the Planning Board, 
the “means of production” will have doubled 
during the next five years. 

Out of 918,000,000 roubles available in 
1926-27 for capital works in all industry, 
676,000,000 roubles are to go upon increas- 
ing means of consumption, and only 242,- 
000,000 go toward increasing the output of 
mills which produce common articles of 
consumption. Every year shows more em- 
phasis being laid upon ,“industrialization” in 
this sense. 


The trend of this policy is perfectly plain. 
Foreign manufactured goods other than ma- 
chinery and power plant are to be kept out 
as far as possible. The exchange yield from 
the export of agricultural products is to be 
used as far as possible in paying for the 
import of such goods as will increase state 
industry's own manufacturing capacity. 
When this process is complete Russia will 
be her own manufacturer, and the import 
of finished industrial products will be even 
smaller than it is today. 

For the United States this Soviet policy 
is, luckily, less disadvantageous than it is 
for certain European countries. At least 
that is so temporarily, because for the pres- 
ent Russia will have to import cotton and 
industrial and power plant equipment in 
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A Responsible Trusteeship 
Protects | 
Puritan Certificates 


In the purchase ot a Puritan First Mortgage 
Certificate you automatically secure the services 
of a responsible’ corporate Trustee, which con- 
stantly watches after your interests. 


This Trustee, always a leading bank or Trust 
Company, is directly responsible to us and our 


certificate- holders. 


It collects and distributes 


the mortgage funds, applying them to the des- 


ignated purposes. 


EVERY real estate bond issue should have an 


Independent trustee 
Independent appraisals 
Independent guarantee of completion 
Independent architectural and engineering 
supervision 


PURITAN BONDS HAVE THEM ALL 


Puritan Bonds are sold through Investment Houses and Banks 


Descriptive Booklet on Request 


THE PURITAN CORPORATION 
GRAYBAR BUILDING, Lexington Ave. at 43rdSt. NEW YORK 


relatively large quantities. The chief loser 
is Germany, which can supply Russia with 
machinery but cannot supply her with cot- 
ton or other raw materials. In 1913 Ger- 
many, as- the greatest producer of the par- 
ticular kinds of cheap manufactured goods 
which Russia needed, delivered 47.4 per cent 
of all Russian imports. In the Soviet trade 
year 1925-26 her share had fallen to 25.5 
per cent. In 1913 the United States deliv- 
ered only 5.8 per cent of Russian imports, 
but her share in 1925-26 was 17.7 per cent, 
and in 1924-25, when Russia, owing to bad 
crops, needed foodstuffs, the share was actu- 
ally 29.8 per cent, or almost twice as much 
as that of Germany and England combined. 

Even if Russia’s crops in the future are 
sufficient to feed her population without im- 


ports, the share of the United States will 
certainly remain much larger than it was 
before the war. But it will be a share in 
a heavily shrunken total. A _ revival of 
Russia as a buying country can hardly be 
expected. The greatness of her area and 
population no more necessarily involves her 
expansion as an importer than the small- 
ness of the areas and populations of Hol- 
land and Belgium involves their decay as 
international purchasers. A certain amount 
of profitable trade is being done with Rus- 
sia, and will be done in future. But the 
vague belief in illimitable Russian possi- 
bilities, which so often influences govern- 
ments and nations in their political attitude 
toward the Soviet Union, is a matter of 
faith rather than of fact. 
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An Invasion 
(Continued from page 8) 


made only to members in a_ reasonable 
amount of the total value of the property 

But how is the business in this section 
of the country now done by the so-calle 
savings and loan associations? They pro. 
claim their willingness to loan three-fourths 
of the value of the property. The loans are 
not confined to homes, for they lend on Dic- 
ture shows, manufacturing plants, garages, 
creameries, hotels, and about everything tha 
has some land under it. Many loans are for 
more than $100,000, while I am informed 
the usual limit in the eastern states is around 
$8,000 on a residence. Where the loan asso. 
ciations find themselves limited by state lay 
to loans on homes, movements have been 
started to broaden the classes of property 
on which they may lend their funds. 


Should Repel Invasion 


io discussing the building and loan asso. 
ciations, a distinction must be drawn be- 
tween those that are operating in their own 
field and those that are doing what amounts 
to a banking business. As a banker, I do 
not ask the restriction of any building and 
loan association, but I do ask that it be re- 
stricted to the purpose of its organization, 
What I think bankers should fight for is to 
repel the invasion of their proper field by 
the savings and loan associations, which 
masquerade in the guise of a bank and yet 
evade all the responsibilities of banks. 

Many bankers are reluctant to take a 
stand in favor of restricting the loan asso- 
ciations to their own sphere because these 
associations carry, at times, large balances 
with them. They seek to convince bankers 
that the banks benefit directly from their 
activities because the associations: carry, at 
times, large balances with them. They 
argue that the bank is better off because 
the associations turn over in a lump sum 
the savings of a vast number of depositors, 
thus cutting down the expense the banks 
would incur in securing this business and 
saving the outlay that would otherwise be 
made for clerical help. The associations are 
also borrowers, but, as -a rule, they demand 
a preferential rate—and get it. In view 
of this relationship, they candidly ask if 
their own interests are not as well served 
as they would be where this detail of han- 
dling hundreds of savings accounts would 
fall upon them? 

But: would it not be a more far-visioned 
policy ‘and more profitable in the long run 
if the banks themselves cultivated the indi- 
vidual depositors rather than depend upon 
this other agency, which is not subject to 
their control? A depositor is a potential 
user of many of the banks’ services, such 
as a renter of a safe deposit box, a pur- 
chaser of securities, or in case of banks do- 
ing a fiduciary business, a customer for 
trust functions. The profits that banks make 
from these by-products are becoming in- 
creasingly important, and it would seem 
shortsighted to pass up contacts through 
which these may best be developed. 

Granting that the loan associations are 
at times heavy borrowers, these loans ar¢ 
made at a preferential rate. Loans granted 
to individuals bring a higher return, and it 
is not unlikely that more money could be 
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made through a number of individual loans 
than from the business of a loan association. 
Certainly the risk of losing the account is 
not as great and the individual borrowers 
are not in a position to demand preferen- 
tial treatment. 

At any event, I do not think that this 
business relation should cause banks to hesi- 
tate in asserting their rights for the pro- 
tection of the banking business. 


What Can Be Done? 


HAT can be done in a practical way 
to meet this situation? 

Many loan associations advertise that they 
have always permitted withdrawals on de- 
mand. If they are to compete with banks 
should they not be made to carry suitable 
reserves to insure these payments? 

Banks are heavily taxed, yet building and 
loan association stockholders are either ex- 
empt or overlooked. They advertise that 
the Federal government has exempted any 
amount up to $300 received in interest on 
their shares from income tax—and the prac- 
tical effect of this is to place $5,000 in their 
stock in a tax free class. This pleases the 
tax dodger but I confess my inability to 
understand the equity in making this ex- 
ception and requiring savings depositors to 
pay income tax on every cent of interest re- 
ceived from their deposits. A large part 
of this stock is issued to investors instead of 
savers. I know of amounts of more than 
25,000 which have been devoted to the pur- 
chase of these stocks. In several states, 
I am advised laws are being changed to com- 
pel the listing and taxing of building and 
loan stocks just the same as those of banks. 
This is just so that there may be no dis- 
crimination. 

Finally, the practical question to decide 
is—what shall we bankers do to stop this 
perversion of the banking business? I be- 
lieve that we should weigh the subject care- 
fully, discuss the problem and decide the 
best method to meet this rapidly growing 
competition that is taking thousands of dol- 
lars out of banks in many states. There is 
this further consideration. For it should 
be kept in mind that if there should be any 
considerable number of failures among the 
loan associations, due to a decline in real 
estate values or as a consequence of un- 
sound practices, banks would suffer from 
the loss of confidence that would follow 
because the average person, regarding his 
stock subscription as an actual. deposit, 
classifies the building and loan association 
with the bank as a savings institution. 

In my opinion, it would be wise for 
bankers in the various states to organize 
a committee that will protect all concerned 
by either keeping the building and loan as- 
sociations out of the banking business or 
advocating the passage of laws that are as 
stringent for them as for the banks. There 
should be the same strict examination of 
their loans as of the banks. There should 
be plenty of examiners and the bank com- 
missioner should have the same authority 
with them as he does with the banks. They 
should be required to carry a reserve in 
keeping with their business. The stock- 
holders should vote for the officers and di- 
rectors. The actual relationship between 
the association and the customer should be 
fully explained. They should pay the cus- 
tomary taxes on their shares the same as 
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National Bank of Commerce 
in New York 


Established 1829 


Statement of Condition, March 23, 1927 


RESOURCES 


Banking House 


Cash in Vault and in Federal Reserve Bank.. 


Due from Banks and Bankers 
Interest Accrued 


$282,692,523.48 
71,438,310.04 
28,049,134.12 
1,950,000.00 
4,000,000.00 
44,541,922.53 
100,067,685.02 
1,464,384.74 
33,144,613.68 


$567,348,573.61 


LIABILITIES 


Dividend payable April 1, 1927 


Deposits 
Bills Payable 


$25,000,000.00 
40,000,000.00 
2,881,866.41 
1,000,000.00 
433,277,231.76 
3,000,000.00 


Reserved for Interest, Taxes and other Pur- 


6,909,561.36 
1,181,109.34 


Liability as Acceptor, Endorser or Maker on 


Acceptances and Foreign Bills 


54,098,804.74 


$567,348,573.61 


Chairman of the Board 
JAMES S. ALEXANDER 


President 
STEVENSON E. WARD 


Directors 


JAMES S. ALEXANDER 
JOHN W. DAVIS 


JOHN T. DORRANCE 


EDWARD D. DUFFIELD CHARLES B. SEGER 


on bank and other stocks. They should be 
absolutely prohibited from _ establishing 
branches in states where branch banking 
is prohibited. They should be barred from 
engaging in misleading advertising. In 
short, there should be equality of oppor- 
tunity and comparable responsibilities where 
building and loan associations engage in a 
banking business. 


CHARLES E. DUNLAP 
HENRY W. de FOREST ANGUS D. McDONALD 
GEORGE E. ROOSEVELT STEVENSON E. WARD 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 


THOMAS WILLIAMS 


What Mints Made 


HE United States mints made $102,- 
653,129 in coins during the fiscal year 
of 1927. The bulk of the value was in gold, 
this accounting for $83,955,000. The mints 
struck of 175 million one-cent pieces. 
In June, the mints made 3,263,000 nickels 
and 9,904,000 one-cent pieces. 
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Banks Endorse 
Credit Insurance 


Representative banks in all parts of the country 
are recommending this great protective service 
for safeguarding their customers against bad 


debt losses. 


A Leading Boston Bank writes: “Credit Insur- 
ance not only places merchants in a more favor- 
able position with reference to credit granting by 
their banks, but also gives evidence of a policy 
of conservatism in providing against failures at 


all times.” 


A Leading Bank of San Francisco writes: “A 
borrowing account carrying with it a measure of 
Credit Insurance on its receivables is a far better 
credit risk in every way than without.” 


A Prominent St. Louis Bank writes: “Inasmuch 
as the annual turnover of a merchant is several 
times the value of his stock on hand at any given 
time, it is of vital importance that his credit ac- 
counts be insured against unusual loss through 


bad debts.” 


A National Bank of New York writes: “We have 
incorporated in our financial statement blanks 
the question: ‘Do you carry Credit Insurance?’ ” 


Interesting literature, and any specific informa- 
tion about American Credit Insurance which 
may be desired, will be furnished gladly to any 
Banker upon request. 


The AMERICAN 


CREDIT~- INDEMNITY Co. 


‘OF NEW YORK 


J. F.M* FADDEN, PRESIDENT 


Offices in All Leading Cities 
New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 
In Canada—Toronto, Montreal, etc. 


Will National Bank? 
(Continued from page 23) 


—were still issuing notes. These notes pos- 
sess an advertising value which is desirable, 
especially in the smaller communities, and 
they contribute to the distinction of a na- 
tional charter. Those banks insist that 
national bank currency, because it has been 
a feature of that system since its organ- 
ization, and because it was the means by 
which credit was established after the Civil 
War, is a traditional adjunct to the national 
bank and should not be destroyed. They 
contend that if it were unsound or tended 
in any way to weaken or to lessen the se- 
curity of our monetary system, they would 


not ask that it be retained. But no charges 
of weakness or insecurity are made. Hard- 
ly could there be, for the law which makes 
retirement of national bank notes possible 
also authorizes Reserve banks to issue cur- 
rency secured by the same circulation bonds. 
It is said only that it would be better to 
have fewer kinds of bank notes and to have 
none of them bond secured. 


There is No Confusion 


UT would there be any advantage if 
either or both of these desires were 
met? Who among the millions of people 
who pass paper money is confused by its 
variety and by the several forms of secur- 
ity back of it? Who finds any _ incon- 
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venience in handling the different kinds of 


notes circulated? Who feels that a not 
secured by the bond of the United State; 
government is wanting in soundness? There 
is no confusion in the handling of nationg 
bank notes, and their soundness is not ques. 
tioned. The objection is that because they 
are supported by bonds they are rigid, jp. 
elastic and, therefore, unresponsive to the 
ebb and flow of business needs. It has beep 
pointed out, though, many times that the 
Federal Reserve notes furnish all the elas. 
ticity demanded; that the curtailment oj 
business and the consequent contraction of 
currency needs is not likely ever to retire 
all the Federal Reserve notes; that there 
will always be required an amount of cur. 
rency equal to the national bank notes now 
outstanding, plus a considerable volume of 
Federal Reserve currency; that the latter 
will absorb all the contraction and furnish 
all the expansion required, and that the in- 
elasticity of national bank currency 
a detriment. 

Redemption of the circulation bonds now 
outstanding would necessitate borrowing 
money at a higher rate of interest. Even 
the low rate carried by the twenty-year 
bonds offered on May 31 is considerably in 
excess of the 2 per cent paid on circula- 
tion bonds. The latter is very attractive to 
the obligor, and, in reality, is even more 
favorable than the figure indicates, because 
one-half of 1 per cent is returned to the 
Treasury each year in the nature of a tax 
on the circulation. Borrowing a sum suff- 
cient to retire all national bank circulation 
would place upon the government millions 
of dollars of additional expense annually at 
a time when every effort is being made to 
curtail expenditures, and when there is popv- 
lar clamor for a further reduction in taxes. 
Such an added burden, assumed for the pur- 
pose of simplifying a currency system which 
daily is demonstrating its soundness, does not 
seem to be warranted. 


Even in 1930 May Be 
Undecided 


HE fate of circulation cannot be stated 

definitely at this time. Even in 1930 
it may not be decided, for though the Con- 
sols will be callable then, they will not ma- 
ture. They have no specific maturity date. 
They are payable at the pleasure of the 
United States after March 14, 1930, and 
unless there grows a stronger feeling that 
national bank notes do not fit into our cur- 
rency system satisfactorily, there still will 
be many and strong appeals for their con- 
tinuation. 


is not 


Losses Overestimated 


T is the opinion of T. F. Davis, president 

of The Federal Land Bank of New Or- 
leans, that the flood losses in that section 
of Louisiana known as the “sugar bowl” 
will be considerably less than generally ex- 
pected. 

While he states that there is still a good 
deal of water in this area and it is very 
difficult to get accurate data, Mr. Davis ven- 
tures the opinion that “this sugar section 
will not have suffered anything like what was 
expected and a very large proportion of the 
cane crop will be saved.” 
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The Secret 


(Continued from page 36) 


“Our step forward,” says Albert Bradley, 
assistant treasurer, in explaining these 
financial control policies, “is not so much 
in more accurately forecasting the year’s 
business, as in developing a method which 
insures a change in its production schedules 
the moment actual experience indicates a 
change in the trend of retail deliveries to 
the public. 

“The controlling principle is that General 
Motors production schedules shall be based 
absolutely upon the ability of dealers to 
sell cars to the public. Each car division 
now receives from its dealers every ten days 
the actual number of cars delivered to con- 
sumers, the number of new orders taken, the 
total orders on hand, the number of new and 
used cars on hand. 

“Each ten day period the actual results 
are compared with the month’s forecast, and 
the entire situation is analyzed to see 
whether the original estimate was too high 
or too low. If it is decided that the produc- 
tion schedule for any month is too high, it is 
immediately reduced. If, on the other hand, 
it is found that the retail demand is greater 
than had been estimated, the production pro- 
gram is increased, provided the plant ca- 
pacity permits. 

“In this way the production program is 
analyzed month by month, in fact, ten-day 
period by ten-day period, and the necessary 
adjustment in the production schedule and 
in the estimate of the year’s volume are 
made. 


A Changing Program 


667 N other words, instead of trying to lay 

down a hard and fast production pro- 
gram a year ahead and to stick to it re- 
gardless, the corporation now keeps produc- 
tion at all times under control and in correct 
alignment with demand. 

“Purchase commitments cannot get out 
of line if the production schedule itself is 
properly related to the consumer demand. 
Each division submits monthly a definite 
forecast of operations of the current month 
and the three succeeding months, covering 
sales and production and indicating the 
amount of investment at the end of each 
month in inventories, and also outstanding 
inventory commitments. The usual practice 
is to make definite commitments beyond one 
month only for those items that require a 
longer period for their manufacture and de- 
livery to the plant, taking into account trans- 
portation conditions, etc. From an operat- 
ing standpoint, a balanced inventory condi- 
tion represents not a quantity of materials 
which could be made up into a certain num- 
ber of automobiles, with nothing left over. 
but it represents the quantity of the differ- 
ent items which must be on hand or on 
order for shipment in order to permit manu- 
facture at a given rate of output. 

“This plan not only protects our corpora- 
tion, but it safeguards the supplier as well, 
through insuring him more continuous opera- 
tion.” 

In other words, General Motors looks it- 
self over critically every ten days, and this 
intelligent self-examination has meant not 
only amazing prosperity for General Motors 
—which earned 30 per cent more than United 
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ent. than 2,000 banks of the United 
States purchase these notes for prime, 


short-term investment. 


Checkings available in any financial center 


and complete credit data on request. 


Industrial 
Acceptance 
Corporation 


FINANCD G STUDEBAKER 


DEALERS EXCLUSIVELY 


Collateral Trust 
Gold Notes 


(THE NATIONAL CITY BANK OF NEW YORK, Trusteg) 


Executive Offices 


GRAYBAR BUILDING, NEW YORK 
[Lexington Avenue at 43rd Street] 


Commercial Paper Offices 


NEW YORK +7 CHICAGO 7 


SAN FRANCISCO 


ST. LOUIS +7 


MINNEAPOLIS 
DALLAS 


States Steel, or $186,000,000, last year—but 
has helped thousands of other businesses 
toward stable prosperity as well. 

It means, also, that in case of “war,” 
General Motors can alter its battle plan 
quickly, and without serious material loss; 
that the Motor Giant will fight less like a 
Crown Prince marooned in the mud of 
France, and more like a Tartar at the head 
of an army of fleet horsemen. 


New Kind of Currency 


HAT amounts to a new kind of cur- 
rency was created recently by the Mid- 
land Bank, one of the Big Five banks of 
London. In England, bank checks are sub- 
ject to a stamp tax, even those drawn for 


a small amount. The Midland Bank an- 
nounced that it would supply gratis books 
of receipts for sums under £2, which could 
be presented for payment at the bank or 
handed to a merchant in settlement of a 
debt. 

While this plan to save check duty on 
small payments was hailed as a great boon 
to the public, it has encountered opposition 
from the Chancellor of the Exchequer and 
from the clearing house committee, which 
decided not to provide clearings facilities 
for the receipts. 

A somewhat similar scheme was tried out 
by a national bank in a university town 
in Alabama, in order to reduce its clerical 
expenses in clearing a lot of small checks, 
but the experiment was abandoned after a 
trial. 
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XPERIENCE isa prime 

requisite of success- 
ful banking. Since 1863 
the First National Bank 
in Detroit has been 
accumulating that expe- 
rience which 
day your assurance of 
safety and satisfaction. 


FIRST NATIONAL BANK 


CENTRAL SAVINGS BANK 


FIRST NATIONAL COMPANY 
| OF DETROIT 


INCORPORATED 


is to- 


: 
: 
A 
n 
A 
A 
n 
A 
A 
a 
A 
A 


Nn 


in 


CC CCE CECE CECE CECE EEE 3999399992999 393293929339 


Banks Feel Insurance Competition 
(Continued from page 28) 


are seeking to make amortized mortgage 
loans on homes. The Metropolitan has a 
plan under which the home owner is per- 
mitted to pay off the mortgage over a period 
of fifteen years. The loan is extended on 
a 6 per cent basis, and it is understood that 
this installment plan, based on the same 
principle as that widely used by the build- 
ing and loan associations, but covering a 
far longer period, is finding increasing favor. 

Despite the lower rates offered on 
mortgages on city property, the insur- 
ance companies are not finding it easy to 
obtain the type of loans that they desire. 
“Our representatives in the various cities 
report to us that it is becoming increasing- 
ly difficult to find desirable loans,” an offi- 
cial of one of the largest insurance com- 


panies said. “However, we have not found 
it necessary to lend money at less than 
5% per cent and do not anticipate doing so. 
At this figure we think it will be possible 
to place our money, but it must be admitted 
that with the plethora of funds seeking in- 
vestment the competition is keener. Loans 
made on first-class city property, which has 
been expertly appraised, are safe and the 
return that can be obtained is satisfactory 
when compared with the interest on other 
investments. This type of a loan is well 
suited to the needs of the insurance com- 
panies, which now have more than a fourth 
of all their assets in mortgage loans on 
urban property.” 

While complete statistics showing the 
growth of city loans during the present year 
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are not available, figures for forty-one com- 
panies covering the first three months indi- 
cate that the volume is increasing faster 
than during 1926. There is reason to be- 
lieve that banks will face keener competition 
for the more desirable real estate mortgage 
loans on urban properties. 


How Capital 
(Continued from page 45) 


subject to criticism for the flow of capital 
abroad and declared it to be the result of 
excess capital here as compared with other 
parts of the world. Due principally to the 
great flow of gold imports, investment funds 
have been accumulating in this country more 
rapidly than domestic industry would absorb 
them. So long as this condition exists they 
will flow where capital is scarce and where 
it will earn a satisfactory return. They will 
not be idle. They go abroad regardless of 
the banker who could not possibly keep them 
at home, so long as the domestic supply of 
investments is out of balance with the supply 
of funds. 

“The fault then, if there be such, is not 
with the banker but rather with America’s 
business and political leaders who under 
existing circumstances should be thinking 
constructively and in bigger terms than ever 
before in our history as to how this Ameri- 
can capital can be induced to stay at home by 
opportunity to earn and at the same time 
to serve.” 


Billion in Resources 
Gained by Nationals 


HE McFadden Act has more than justi- 

fied itself as an aid to the national 
banking system, Comptroller of the Cur- 
rency McIntosh declared in a recent address 
before the Maine Bankers Association. 

“The Act has been upon the statute books 
less than four months, during which time 
eighteen state banks have consolidated with 
national banks under the national charter 
and sixteen state banks have converted 
into national banks, bringing in aggregate 
resources for the thirty-four state banks 
considerably more than one billion dollars,” 
the Comptroller said. “This statement in- 
cludes pending consolidations and conver- 
sions of state banks which have been brought 
to my attention. This gain in national bank 
resources by additions from the state banks 
is greater than the total losses in resources 
suffered by the national system through re- 
linquishment of national charters in favor 
of state charters for the entire period from 
Oct. 21, 1923, to Oct. 1, 1926. 

“These conversions and consolidations of 
state banks since the passage. of the Mc- 
Fadden Act are not confined to any one 
section of the country. Nine of them were 
on the Pacific Coast, six in the southern 
states, seventeen in the Middle West, and 
two in New England. These figures are 
enough to show that the effect of the Mc- 
Fadden Act will be to restore completely 
in the near future the equilibrium between 
the state and national banking systems.” 
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New Books 


BANK SYSTEM AND ACCOUNTING. 
By Frank Loomis Beach. Published by 
Ronald Press. 373 pages. $6. 

Brings under one cover the best and latest 
practice of successful banking in all sections 
of the country. Explains in detail safe, 
practical methods of handling every bank- 
ing activity. The material was gathered by 
personal visits to well-managed banks, and 
embodies the best ideas of scores of men 
skilled in bank administration. It is adapta- 
ble to the needs of large, medium or small 
banks. 


ESSENTIALS OF PUBLIC SPEAKING. 
By Warren C. DuBois. Published by 
Prentice-Hall, Inc., New York. 268 pages. 
$2. 

Short, intensive courses in public speak- 
ing have been so popular among business 
and professional men that the author has 
attempted to meet their needs by setting 
forth in a brief and concise form the essen- 
tials of the subject, giving in one volume 
a brief but comprehensive summary of the 
fundamentals of effective public speaking. 


PRINCIPLES OF EFFECTIVE LET- 
TER WRITING. By Lawrence C. Lock- 
ley. Published by McGraw Hill Co. 344 
pages. $3. 

The ability to write good letters is equally 
important to the individual and to the or- 
ganization. Facility in writing letters, the 


© knack of putting into them the same per- 
- sonal impression that would mark an inter- 
| view is essential to effective work under 


' conditions of modern business organization. 
This book is a teachable presentation of the 
facts and ideas that are of practical value 
in writing everyday business and promo- 
tional letters. 


INTAN- 
GIBLES. By J. M. Yang. Published by 
Ronald Press Co., New York. 238 pages. 
$4.50. 


The nature and treatment of intangible 
assets are among the most difficult and con- 


§ troversial subjects in accounting. This book 


is intended to represent in part a careful 
analysis and synthesis of current views and 
in part a contribution in the development 
of a comprehensive theory with respect to 
the treatment of intangibles in the account. 


THE NATIONAL BUDGET SYSTEM 
WITH SUGGESTIONS FOR ITS IM- 
PROVEMENT. By W. F. Willoughby. 
Published by The Johns Hopkins Press, 
Baltimore. 343 pages. $3. 


This is one of the studies in administra- 


} tion of the Institute for Government Re- 


search. On June 10, 1921, Congress passed 


what is known as the “Budget Accounting . 


Act, 1921,” which removed from the gov- 
ernment of the United States the distinction 
of being the only government of first rank 
that was attempting to manage its financial 
affairs without the use of a budget as its 
central instrument of financial control. This 
new system has now been in operation over 
five years, a sufficient length of. time to 
Permit of an evaluation of the manner in 
which it has been operated. Such an 
evaluation is attempted in the present work. 
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LEADERS IN THE | 
DEVELOPMENT 
OF LOOSE LEAF 


EQUIPMENT 


| FOR THE NEEDS 
OF SUCCESSFUL 


BUSINESS 


CHOOSE 
ALAMAZO 


A 


LOOSE-LEAF-DEVICES-AND 
CCOUNTING-SYSTEMS 


NOW- 


and obtain the 
better way to make, 
use and preserve 
your records. 

Send for Catalog. 


Kalamazoo Loose Leaf Binder Co. 


Factories at Kalamazoo, Mich., and Los Angeles, Calif. 
Sales Offices in Principal Cities 


FUNDAMENTALS OF REAL ESTATE. 
By Blake Snyder and Ralph West Roby. 
Published by Harper and Brothers, New 
York. 173 pages. $3. 


The real estate operator, as well as the 
student will find in this volume numerous 
hints regarding problems valuation, 
buying and selling, and trends in local popu- 
lation movements. The author discusses the 
questions of how and why and where supply 
and demand figures in the real estate world; 
of what part migration plays in creating 
real estate values; of the character of 
markets and how they shift; of the nature 
and importance of negotiation in really 
transactions. 


INTERNATIONAL LAW AND INTER- 
NATIONAL RELATIONS. By Eliza- 
beth F. Read. Published by The Ameri- 
can Foundation, Inc., New York. 244 


pages. $1. 


An accurate, simple, authoritative state- 
ment of the most generally recognized prin- 
ciples of international law and the tenden- 
cies of international relations. It pretends 
to be nothing more than a brief, authorita- 
tive presentation of the most generally ac- 
cepted principles that govern the intercourse 
of nations and the international cooperation 
thus far achieved. Part I deals with the 
rights and duties of sovereign states; Part 
II, the procedure for enforcing the rights 
of sovereign states; Part III, international 


organization; Part IV, present tendencies in 
international relations. 


PROFITS, PROGRESS, AND PROS- 
PERITY. By Arthur B. Adams. Pub- 
lished by McGraw-Hill Co., New York. 
178 pages. $2. 


The author neither defends nor condemns 
the present industrial system. His aim is to 
present an analysis of its actual operations 
under different movements of the general 
price level and to point out the consequences 
resulting therefrom. A_ special study is 
made of the investments of savings under 
different conditions, and the effect of such 
investments upon consumers’ current money 
income and the flow of consumers’ goods to 
the market. This is a companion volume to 
the author’s Economics of Business Cycles. 


FUNDAMENTALS OF FINANCIAL 
ADVERTISING. By John D. Long and 
John E. Farwell. Published by Harper 
& Brothers, New York. 266 pages. $4. 


This book is designed to be of value to 
the experienced financial advertiser within 
the bank, in pointing out practical methods 
that have been used elsewhere successfully. 
The first few chapters are devoted to a dis- 
cussion of the advertising problem confront- 
ing the bank and the building and loan asso- 
ciation, while the latter chapters treat the 
merchandising of the particular types of 
banks. 
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Allied Securities 
System 


A method by which related finan- 
cial lines of business, such as in- 
surance, building and loan, trust ser- 
vice, farm loans, real estate, abstracts, 
bonds and mortgages, are consoli- 
dated, grouped, and operated by one 
management under one roof. 


A system of financial 
department stores 


Each department feeds the others 
and each unit of the System feeds 
other units in other cities. 


Overhead Profits 
Reduced Increased 


Does your city want a unit? Can 
you organize units for us? Would 
you like a position in such a unit? 


Send for booklet 


ALLIED SECURITIES 
SERVICE CORPORATION 
132 North 12th Street 
Lincoln, Nebraska 


The Payee’s Name 
Cannot Be Altered 


—by clever “pen changes” nor 
the amount raised without de- 
tection when checks pro- 
tected by a 


SAFE-GUARD CHECK 
WRITER 


New Speed Model B 


The Safe-Guard shreds the 
amount and payee’s name into 
the paper, all in one operation. 


There is neither cost nor obli- 
gation involved in a demonstra- 
tion. 

Descriptive Literature Upon Request 


Safe-Guard 
Check Writer Corporation 


3-5 Beekman Street, New York, N. Y. 


= AMERICAN BANKERS ASSOCIATION JOURNAL 


July, 1927 


Comptroller Defines Investment 
Securities 


general standard that will guide 
the Comptroller of the Currency in de- 
termining what investment securities may 
be bought and’ sold by national banks under 
the provision of the McFadden Act, which 
empowers these banks to engage in this busi- 
ness, was revealed on June 29 when the 
first set of regulations, dealing with this 
subject, made its appearance. The regula- 
tions merely declare the basic principles that 
will be followed in determining what se- 
curities are entitled to be regarded as “in- 
vestment securities” and do not approve or 
disbar any specific class of securities. 

The regulations indicate that the Comp- 
troller will not attempt to lay down rules 
covering the whole field, but will let the 
matter develop as tests arise. Marketability 
is the outstanding requirement that a se- 
curity must have to come within the gen- 
eral definition. This means that before any 
national bank can buy or sell a security 
it must have “such a market as to render 
sales at intrinsic values readily possible.” 
While this is a broad and flexible definition, 
and the Comptroller has not yet further 
qualified it, it is believed in banking circles 
that this means a security in order to 
qualify must have a market where it can 
be readily sold for what it is actually worth 
and without requiring any sacrifice on the 
part of the seller. 


‘THE regulations are as follows: 


“(1) The business of buying and selling in- 
vestment securities by national banks is governed 
by Section 5136 of the revised statutes of the 
United States as amended by an act to further 
amend the national banking laws and the Fed- 
eral Reserve Act and for other purposes, as ap- 
proved Feb. 25, 1927, as follows: 4 

“(b) That Section 5136 of the revised statutes 
of the United States, sub-section ‘seventh’ there- 
of, be further amended by 7 at the end of 
the first paragraph thereof the following: 


Amendments 


“Provided, That the business of buying and 
selling investment securities shall hereafter 
limited to buying and selling without recourse 
marketable obligations evidencing indebtedness ot 
any person, copartnership, association or corpora- 
tion in the form of bonds, notes or debentures, 
commonly known as investment securities, under 
such further definition of the term ‘investment 
securities’ as may by regulation be prescribed Ly 
the Comptroller of the Currency, and the total 
amount of such investment securities of any one 
obliger or maker held by such association shall 
at no time exceed 25 per cent of the amount 
of the capital stock of such association actually 
paid in and unimpaired and 25 per cent _of its 
unimpaired surplus fund, but this limitation as 
to total amount shall not apply to obligations of 
the United States or general obligations of any 
state or of any political subdivision thereof, or 
obligations issued under authority of the Federal 
Farm Loan Act. 

“(a) An obligation of indebtedness which may 
be bought and sold by national banks, in order 
to come within the classification of ‘investment 
securities’ within the meaning of the proviso of 
Section 5136 above quoted, must be a market- 
able security as designated by the express lan- 
guage of said proviso. i 
stances, the term ‘marketable’ means that the 
security in question has such a market as to ren- 
der sales at intrinsic values readily possible. 


Marketability 


“¢3) In lies a pom security as mar- 
ketable, the Comptroller of the Currency may in 
specific cases give consideration to various facts 
and circumstances, but he will require in all cases 
the following: (a) That the issue be of a suffi- 
ciently large total to make marketability possible; 
(b) such a public distribution of the securities 
must have been provided for or made in a man- 
ner to protect or insure the marketability of the 
issue; (c) that the trust agreement under which 
the security is issued provides for a trustee in: 


Under ordinary circum-, 


dependent of the obliger and in the case of secur; 
ties issued under a trust agreement executed and 
delivered after sixty days from the date of the 
promulgation of these regulations, such a truste: 
must be a bank or a trust company. 

““(4) This series of regulations may be modi. | 
fied, amended or withdrawn at any time by th | 
Comptroller of the Currency.” ‘fs 


will be noted that the way to exclud 
a good many issues is provided. 

All bonds not sponsored by an independ. 
ent trustee will be automatically excluded 
but this provision will not become effective 
until Aug. 30. 

All small issues of bonds and debenture; 
such as securities to finance local, public anj [ 
private enterprises, may be excluded because 
they will not have the widespread distriby. 
tion to permit them to qualify as invest. 
ment securities. The law, as framed, woul 
make it possible for a bank, if it were fool. 
ish enough to do so, to invest an amount 
equal to its whole capital in the securities 
of only four companies or enterprises. So, | 
naturally, the Comptroller wants to throw 
whatever safeguards he can around this 
situation. What is widespread public dis. 
tribution doubtless will be ruled on when 
concrete cases are presented to the Comp 
troller for his decision. 

What will be the fate of real estate mort 
gage bonds was not indicated, for they wer 
not expressly excluded, but the regulations 
set a general standard for all investment 
securities, and if they can come up to thes 
requirements, they will be declared eligible 
The provision requiring an independent 
trustee will disbar a great many real estate 
mortgage bonds, as the obligers act as their 
own trustees. However, if this were the 
only barrier, the houses might appoint a} 
independent trustee and get around this, 


T is clear that the Comptroller’s office 

will have to depend upon the bank exan- 
iners to a large extent in carrying out the 
provisions of the regulations. In cases o/ 
doubt as to what is properly an investment > 
security, the examiners will send the ques) 
tion to Washington for a ruling. By thes 
rulings in concrete cases, a body of regula 
tions and rulings will be developed that wil 
gradually establish the eligibility of securi- 
ties, it is believed. 

The Comptroller made known his inten)” 
tion, before the first regulations were issued, 
to deal with the problem as it developed, 
rather than to attempt to cover the whole 
wide field of investment securities at ont 
time. It is considered probable that prohi-f) 
bitions will be issued against certain classes} 
of securities as soon as definite cases att 
presented that will require a ruling. 


HILE there has been no official arf 

nouncement to this effect, it is thought 
that one of the first circulars will deal with 
real estate construction bonds, which form 
an important class of real estate mortgagth 
bonds. As construction bonds are issued i 
anticipation of the erection of buildings ané 
financial statements are based on estimated 
and anticipated income, it is regarded # 
highly probable that a. prohibition will 
issued against this type of securities. 
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Safe Deposit Associations 
Are Worth While 


By JAMES A. SWEENEY 


Asst. Secretary, The Paterson Savings 
Institution, Paterson, N. J. 


N executive well versed in banking 
knows. precisely the extent of the 
liability the bank assumes every 

time a loan or investment is made; every 
time a note is discounted or a check cashed. 
Not so, however, in the renting of a safe de- 
posit box. The bank is assuming a responsi- 
bility for the safe-keeping of whatever may 
be placed in that box, and no one in the bank 
is possessed of even a vague knowledge of 
the contents. 

[ would not be so rash as to venture the 
suggestion that any banker, contemplating 
the installation of a vault, would fail to call 
in the best engineer to design a vault that 
would meet his particular needs. Nor would 
I intimate that any banker would hesitate 
to investigate the very latest protective de- 
vices and, upon mature deliberation, install 
the best available. In the matter of opera- 
tion, however, not always is the same care 
exercised. 


we find a superannuated 
clerk, who never has had any experience 
in the safe deposit department, assigned to 
the vault because of his known loyalty and 
courtesy, and to give way to some one 
younger who is capable of “making the 
grade” in the strenuous grind of the other 
department. The superannuated one may 
have been a valuable clerk for many years, 
but that does not give assurance that he will 
be sufficiently alert or have the ambition or 
inclination to master the task ahead of him. 
Or a pretty and level-headed girl, endowed 
with the tact and intuition of womankind, 
may be chosen, but without the proper 
rudimentary foundation she, too, may un- 
wittingly blunder and cause the bank em- 
barrassment and actual loss. 

There should be some agency to develop 
the personnel, to supplement the knowledge 
and experience of the executives in general 
banking, and relieve them of the annoyance 
of passing upon what seem to be trifling 
details in the daily routine. 

Here it is that a safe deposit organiza- 
tion functions. By the holding of regular 
meetings, with the interchange of ideas; 
by discussing the various intricate and per- 
plexing problems that arise, perhaps in iso- 
lated cases; by supplying bulletins which 
keep vault custodians and assistants posted 
as to latest developments, a state association 
is a valuable asset to every bank with a 
safe deposit department. 


engagement of counsel who special- 
izes in safe deposit law can be of in- 
calculable aid. In New Jersey we have em- 
ployed this service to maximum advantage. 
Member banks not. only have the privi- 
lege of submitting individual problems for 
prompt attention, but each problem thus 
passed upon is discussed at our quarterly 
meetings, and at the conclusion of the dis- 
cussion the opinion of counsel is given. 

Merely joining a safe deposit association, 
however, will not accomplish the desired end. 
As in any organization, members will not 
get out of it any more than they put into it. 
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OUND bonds, preferred stocks and 

common stocks, domestic and foreign, 
are purchased by International Securities 
Corporation of America and Second Inter- 
national Securities Corporation for their 
investment holdings. Statistical and other 
service for these investment trusts is fur- 


American Founders Trust 


4 MASSACHUSETTS TRUST 


50 Pine Street 
New York 


Acceptable! Because the title is insured 


National Banks, because 
of the provisions of the 
McFadden Law, need 
the added protection 
which title insurance 
gives to mortgage loans. 


NEW YORK 


TITLE AND MORTGAGE 


COMPANY 


Capital Funds over $40,000,000 
135 Broadway, New York 
TITLE INSURANCE ANYWHERE IN THE UNITED STATES 


SECURE AS THE BEDROCK OF NEW YORK 


SAFE deposit organization will awaken 

the interest of the vault attendants in 
extending the service of the bank and will 
remove them from the depths of order 
takers to the heights of salesmen and sales- 
women. No department offers greater op- 
portunity for selling the service of a bank 
than the safe deposit department. There 
the employees acquire intimate contact with 
customers. If the attendants are of the 
right caliber, if their vision is broadened 
by contact with others in the same line, 
they soon will learn that their duty does not 
end with renting a box or allowing access 
only to those so entitled. 


Through such an association officers and 
employees, meeting frequently with others, 
learn more than the mere technique. These 
contacts help to remove competitive barriers 
to the extent of exchanging ideas on the 
subject of rental fees ; of suggesting minimum 
prices with relation to expense; of selling 
the idea of the protection afforded the pub- 
lic, instead of attempting to undersell the 
competitor. 

United effort also will tend to minimize 
the encroachments of laws designed to make 
banks collecting agencies for the state; of 
standardizing the requirements in the con- 
tingency of the death of a renter. 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
been_ purchased by more than fe 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » 25O WEST 57™ STREET + New York City 
Capital, Surplus © Undivided 


Profits 


$3,6,428,000.00 


WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


AC.ALLYN*° COMPANY 


Incorporated 


67 West. Monroe St. 


New York Boston 
St. Louis Milwaukee 


CHICAGO Phone Randolph 6340 


Philadelphia Detroit 
Minneapolis San Francisco 


Two Fiduciary Conferences Planned 


ference has been announced and reveals a 
wide range of subjects to be covered during 


WO conferences devoted to considera- 
tion of the work of the corporate fidu- 
ciary are to be held shortly under the au- 
spices of the American Bankers Association. 
The Fifth Regional Trust Conference for 
the Pacific Coast and Rocky Mountain 
states will be held at Portland, Ore., on 
Aug. 11, 12 and 13, while Sept. 1, 2 and 3 
are the dates set for the Third Mid-Conti- 
nent Fiduciary Conference in the Twin 
Cities, Minneapolis and St. Paul. The two 
cities will act as joint hosts to trust officials 
from nineteen other states. 
The program for the Pacific Coast con- 


the three-day sessions, which promise to 
afford a widespread interchange of ideas, 
experiences, and methods of doing a trust 
business. Among those on the program are: 
Harold F. Frazer, of Spokane; Varian S. 
Green, of Tacoma; Daniel Reed, of Oak- 
land; Henry H. Judson, of Seattle; Fred- 
erick R. Behrends, W. R. Williams, and 
Bruce H. Grigsby, of Los Angeles; Louis 
A. Bowman, of Chicago; W. C. Schuppe, of 
Portland, and Percy A. Woods and Vin- 
cent K. Butler, Jr., of San Francisco. 
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The program for the Mid-Continent con- 
ference has not been completed, but plans 
for the conference are rapidly taking form, 
Charles V. Smith, vice-president of the 
Minnesota Loan & Trust Company of 
Minneapolis, has been elected general chair- 
man, with the following sub-committee 
chairmen: L. S. Headley, vice-president 
Northwestern Trust Company, St. Paul, 
chairman Program Committee; William J. 
Stevenson, vice-president Minneapolis Trust 
Company, chairman Publicity Committee: 
C. E. Drake, assistant trust officer, The 
Minnesota Loan & Trust Company, chair- 
man Entertainment and Transportation Com- 
mittees; E. L. Mattson, vice-president Mid- 
land National Bank & Trust Co., chair- 
man Finance Committee, and J. D. Arm- 
strong, vice-president Merchants Trust 
Company, St.. Paul, chairman Cooperation 
Committee. 


Georgia Bankers 
(Continued from page 6) 


All of the zones have held two meetings; 
many of them have held more than two 
meetings. Much water goes over the dam 
before a unanimous agreement can be 
reached. Progress, if not rapid, is sure. 

Forty-seven counties to date have effected 
the organization of a county clearing house. 
In some counties the banks are able to get 
together on only part of the innovations. 
Other counties are enforcing all eight of 
the rules advocated by the association, and 
a few have added other rules of their own, 
relating to the furnishing of check books, 
over-printing checks and other similar free 
services that should be made at least to 
break even. No county has organized on 
less than three principles; usually the 4 
per cent limit on savings and time deposits, 
the prohibition of overdrafts and a mini- 
mum loan fee. In all such counties it is 
the fixed purpose to adopt the other advo- 
cated measures as soon as unanimous con- 
sent can be obtained. 


NDER the Georgia plan the start is 
made upon principles that are essen- 
tial to the full measure of a country bank’s 
success. It even goes farther than that 
and limits its initial rules to those principles 
which the banks of a given county have 
unanimously and voluntarily bound them- 
selves to enforce. 
From the progress already made, it ap- 
pears that the banks will be encouraged by 


| their success in little things to attempt 


greater things, and that within the present 
year there will be an organization in every 
county of Georgia at least making a start 
in the right direction. 


Seek to Make U. S. Buy 
More Silver 


AN echo of the Treasury Department’s 
refusal to buy 14,589,730 ounces of sil- 
ver at $1 an ounce has been heard in the 
Supreme Court of the District of Columbia, 
where the American Silver Producers’ Asso- 
ciation early in June sought a mandamus 
to compel the Director of the Mint to pur- 
chase this amount of the precious metal. 
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When Steelcrete Goes In 
Yeggs Stay Out 


gens entangled mat of heavy steel mesh embedded in 
concrete, resists (1) cutting flame (2) drill (3) explo- 


sives. 
vaults. 


The ONLY complete 3-Point Protection for bank 


Installed in the world’s leading banks, Steelcrete gives 
you the security, and the sense of security, that can be 


obtained by no other system. 


Let us send you data pertaining to a vault for your bank. 
Just drop a line asking for list of notable Steelcrete instal- 
lations, certified endorsements of Bankers, and Booklet 


No. 20. 


The Consolidated Expanded Metal Companies 


Steelcrete Building, Wheeling, W. Va. 


Cleveland 
Philadelphia 


Atlanta 
Boston 


Pittsburgh 
Chicago 


New York 
Buffalo 


Plans for the Annual Convention at Houston 


ECENT announcements by the rail- 
R roads give assurance that several 
special trains will be run to the 
Houston Convention of the American Bank- 
ers Association, which is to be held from 
Oct. 24 through Oct. 27. The Pennsyl- 
vania Railroad and the New York Central 
Railroad have scheduled special trains from 
New York to the Convention city in Texas, 
while plans are going forward for the cus- 
tomary special from Chicago. It is under- 
stood that there will be special trains from 
other sections of the country to Houston, 
where the local bankers are already arrang- 
ing an entertainment program that promises 
to make the 53rd Annual Convention nota- 
ble in many ways. 

Action has been taken by passenger asso- 
ciations in all parts of the United States 
to insure the granting of reduced fares to 
members. Round-trip tickets the 
Identification Certification Plan will be sold 
at one and one-half fare to delegates and 
the immediate members of their families. 
These tickets will be good only via the same 
route in both directions, but stop-over privi- 
leges will be allowed going and returning, 
or both. 


HE Rice Hotel, which is the largest and 
most centrally located of Houston’s many 
hotels, has been designated as Convention 
headquarters. The Rice, a twenty-story 
hostelry containing 1000 bedrooms, a large 


ballroom and numerous parlors and private 
dining rooms, will serve as the home of the 
official family during the sessions. As there 
are sixteen other hotels in Houston, many 
of them recently built, there will be ample 
accommodations for more than 6000 guests. 

While the full details of the entertain- 
ment program have not been announced, it 
has been decided that on the afternoon of 
the last day of the Convention a boat ride 
on a large ocean-going vessel down the 
Houston ship channel will be arranged for 
the visitors. Members will also have a 
choice of two side trips. Both trains will 
leave Houston at midnight Thursday, Oct. 
27, and return early the following Sunday 
morning. The first trip will enable the 
visitors to visit four of Texas’ leading 
cities—Dallas, Fort Worth, San Antonio, 
and Austin. The other trip offers the op- 
portunity of visiting points in the Rio 
Grande Valley and Old Mexico. 


Y the time this issue of the JouRNAL 

is in the hands of members, they should 
have received from the Hotel Commit- 
tee at Houston full information regard- 
ing hotels, with a schedule of their rates 
as well as a registration form. To facili- 
tate the work of the committee, delegates 
and guests contemplating attending the Con- 
vention are urged to write directly to 
A. D. Simpson, chairman of the Hotel 
Committee, Rice Hotel, Houston, Tex., 


instead of to the hotels, thus avoid- 
ing confusion and delay, as_ reserva- 
tions can only be made through his com- 
mittee. Assurances have been given that 
there will be no increases in hotel rates 
at Houston. 

As stated, the official family will be in- 
stalled at the Rice and will include the offi- 
cers, members of the Executive Council, 
commissions, speakers, officers and members 
of the Executive Committees and subcom- 
mittees of various divisions and ‘sections, 
and the respective secretaries of the state 
bankers’ associations. The names of those 
falling under these classifications have al- 
ready been furnished and rooms assigned 
to them. The hotel will write a special let- 
ter to each member of the official family, 
notifying him of his reservation and in- 
closing baggage tags. The entire third 
floor has been retained for use as _ head- 
quarters by the state secretaries. 

When it is considered that there are more 
than 500 members of the official family 
alone, and that all of the business rooms 
of the Convention must be supplied by the 
Rice, it may readily be appreciated why 
there will be no additional space in that 
hotel. However, one new hotel, which will 
be completed this summer, has about 400 
rooms, and there are sixteen other hotels, 
with from 150 to 500, so no fears are enter- 
tained as to accommodations. 

(Continued on page 70) 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction 
of banking business of every description. Together with its 
affiliations it operates nearly 2400 branches in Great Britain 
and Northern Ireland, and has agents and correspondents in 
all parts of the world. The Bank has Offices in the Atlantic 
Liners Aguitania, Berengaria and Mauretamia, and a foreign 
branch office at 196 Piccadilly, London, specially equipped for 
the use and convenience of visitors in London. 


MIDLAND BANK 


HEAD OFFICE : 5s THREADNEEDLE STREET, LONDON, E.C.2 


Duta; 
Clydesdale Bank Ltd., and N: 
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Head Office: 
LONDON, E.C. 3. 


Over 1,700 Offices in England & 
Wales, and several in India 
and Burmah. 


(31st December, 1926.) ($5=£1.) 


DEPOSITS, &c. $1.738,267,290 
ADVANCES, &c. $9'73.'78'7 ,595 


The Bank has Agents and 

Correspondents throughout the 

British Empire and in all parts 

of the World, and is closely 

associated with the following 
Banks :— 


The National Bank of Scotland Ltd. 
Bank of London & South America Ltd. 
Lloyds & National Provincial Foreign Bank Ltd. 
The National Bank of New Zealand, Ltd. 
Bank of British West Africa, Ltd. 

The British Italian Banking Corporation, Ltd. 


O obtain reduced fare, the name of the 


person to whom the certificate is issued, 
also the names of the dependent members 


Co. Ltd., Northern Ireland; The 


of Scotland Bank Ltd., Scotland. 


Municipal Bonds 


Safety of Principal 
All Maturities 
All Denominations 


Tax Exemption 


to 6.00% 


Write for offerings 
and Bank discounts. 


Incorporated 1910 
MUNICIPAL BONDS 


39 South La Salle St., Chicago 
New York‘ Detroit Philadelphia St. Louis 


of his or her immediate family, if more 
than one ticket is purchased, should be filled 
in before the identification certificate is pre- 
sented and surrendered to the ticket agent. 

Non-members will not be entitled to the 
privilege of these reduced fares. Reduced 
fares will not be granted unless members 
present their identification certificates to 
ticket agent when purchasing their tickets. 


Round-trip tickets require validation by 
ticket agents of terminal lines at Houston 
on any date to and including final return 
limit, but passengers must arrive at their 
original starting point prior to midnight of 
the final limit. An Identification Certificate 
will be sent to each member in full time, 
and if more than one person will attend 
from a member bank, additional certificates 
will be required and will be furnished upon 
application to W. G. Fitzwilson, Secretary, 
American Bankers Association, 110 East 
Forty-second Street, New York City. 


_— passenger associations granting re- 
duced fares and the dates of sale of 
tickets are as follows: 

Chicago and East thereof—From the 
territories of the Trunk Line Association, 
the New England Passenger Association, 
the Canadian Passenger Association (east- 
ern lines) tickets will be sold from Oct. 19 
to October 25 for going trip with final 
return limit to original starting point not 
later than midnight of Nov. 2. 

From the Central Passenger Association, 
tickets will be sold for going trip from 
Oct. 19 to Oct. 25, except in the state of 
Illinois, which dates are Oct. 20 to Oct. 26: 
and in both cases the final return limit is 
midnight, Nov. 2. 

From the Southeastern Passenger Asso- 
ciation, the tickets will be sold Oct. 20 to 
Oct. 26 for going trip; to return to original 
starting point prior to Nov. 2. 

West of Chicago—From the territories of 
the Trans-Continental Passenger Associa- 
tion and the Western Passenger Associa- 
tion, the following applies: Colorado, 
Arizona, Illinois, Kansas, Missouri, New 
Mexico and Utah—date of sale Oct. 20 to 
Oct. 26;-return limit midnight Nov. 2. 

Iowa, Idaho (Oregon Short Line), Minne- 
sota, Montana, Nebraska, northern Michi- 
gan, North Dakota, South Dakota, Wis- 
consin and Wyoming—dates of,sale Oct. 19 
to Oct. 25; return limit Nov. 3. 

British Columbia, California, Idaho (ex- 
cept Oregon Short Line), Nevada, Oregon 
and Washington—dates of sale Oct. 17 to 
Oct. 22; return limit Nov. 7. 

For those attending from the territories 
of the Trans-Continental Passenger Associa- 
tion and the Western Passenger Associa- 
tion, the same routes must be used in both 
directions, except that from stations in 
Arizona, California, Nevada, Oregon, Wash- 
ington and British Columbia, the usual 
diverse routes west of Chicago, St. Louis, 
Memphis, Vicksburg and New Orleans will 
apply. 

Southwestern Passenger Association — 
Dates of sale—Oct. 20 to Oct. 26; return 
limit Nov. 2. 

The following Southwestern lines are not 
parties to the reduced fares: Arkansas & 
Louisiana Missouri Ry., Ft. Smith & 
Western R. R.; Graysonia, Nashville & 
Ashdown R, R.; Kansas, Oklahoma & Gulf 
R. R., Mississippi River & Bonne Terre 
R. R., Louisiana & Arkansas Ry., National 
Railways of Mexico. 

There will be in effect during the con- 
vention round-trip winter tourist fares from 
all points in the country to Galveston, which 
is only fifty miles beyond Houston. These 
fares are less than the regular rate. Tickets 
carry diverse route privileges and have a 
more generous return limit. 
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A Singing Senegambian 
By J. A. SPEKENHIER 


Executive Vice-President, First State Bank 
and Trust Company, Bogalusa, La. 


T the state meeting of the Louisiana 
A Bankers Association, held in the 
capitol at Baton Rouge, April 20-21, one 
could hardly keep one’s mind on the pro- 
ceedings as, within a marble’s toss, the 
mighty, mad and muddy Mississippi was 
mercilessly lashing the levees in an endeavor 
to break through to spread destruction and 
disaster. 

At noon, the Standard Oil Company 
steamers were at the ferry landing to take 
the delegates to their plant in North Baton 
Rouge, for luncheon. 


FTER adjournment, the writer hastened 
to the landing to view the encroaching 
waters. 

A railroad had an army of workmen 
feverishly elevating the tracks at this lower 
contour and‘as the delegates were slow in 
arriving and having that banker instinct to 
check up on various units working under 
different supervisors, the rounds were made. 

Noticing one section that was making 
more progress and headway than the balance, 
and that the men, all of whom were negroes, 
working under white supervision, were 
tamping the ties in a startling unison, rather 
in marked contrast with other units that 
seemed to work silently and sullenly, the 
reason soon was apparent. A song was 
heard. It came floating in a minor key with 
a weird lilting rendition; with a spread of 
not over three notes in the staff if set to 
music. 


{jean crescendos were punctuated by the 
rhythmic chorus of crowbars and shovels. 
It was easy to remember: 

“Noah b’ilt hisself a Ark— 

“One mo’ ribbah to cross; 

“He don’ got it don’ jus’ aftah dark— 

“One mo’ ribbah to cross. 

“He let the an’muls in two by two— 

“One mo’ ribbah to cross; 

“Grub worms, rabbits and red-bugs too— 

“One mo’ ribbah to cross.” 

It was there learned that for real efficiency 

in contract work, a singing Senegambian is 
worth a premium. 


W. R. Morehouse 
Honored 


ee recognition of distinguished service in 
the field of banking and his contributions 
to the literature of the banking profession, 
the University of Southern California at its 
commencement in June conferred the degree 
of Master of Business Administration on 
W. R. Morehouse, vice-president of the 
Security Trust & Savings Bank of Los 
Angeles and President of the Savings Bank 
Division of the American Bankers Asso- 
ciation. 

Mr. Morehouse was the first one upon 
whom the university conferred such an 
honorary degree. 

Although Mr. Morehouse is in his early 
forties, he is the author of a half dozen 
textbooks on banking, one of which is the 
Bankers’ Guide Book. His book, “How to 
Succeed in Banking,” has been translated 
into the Japanese for use in that country. 
In banking, Mr. Morehouse has given his 


CREDIT MANAGERS 


L= us show you how the 
Lawrence System of Field 
Warehousing will protect your 
loans to manufacturers by en- 
abling you to get title to any 
marketable merchandise they 
may have without removing it 
from their plants. 


Send to our nearest office for the booklet 


JAWRENCE WAREHOUSE, 
( OMPANY 


A. T. GIBSON, PRESIDENT 


37 Drumm Street 29 So. La Salle Street 
SAN FRANCISCO 
Dexter-Horton Bidg. W. P. uilding 

SEATTLE ide LOS "ANGELES 
Gibson Terminal 
OAKLAND 


Selling Bonds 


Why Do Some Men Sell 
More Bonds Than Others? 


(1) Salesmen differ in their Knowledge a 
Investment facts. Hence some can talk 
more intelligently and gain the investor’s 
confid tter than others. 


(2) Salesmen differ in their ability to cap- 
italize their knowledge so as to forcefully 
present their issues. Hence some can close 
much better than others. 


More Sales 


The Babson System of Training in Security 
Selling contains the facts so absolutely 
essential to success in selling securities 
and shows how to use these facts in a way 
which means— More Sales. 


Our free Booklet ‘‘Security Salesmanship 
—the Profession” not only outlines this 


Training but will interest you in other ways 
as well. Send for this Booklet B107 today. 


Babson Institute ®>son Par. 


FOREIGN MONEY 
FOR 


TRAVELERS 


Write for information 


Guttag Bros. 
16 Exchange Place 


special attention to the business develop- 


ment activities of banking. 


In organized banking he has been active 


for many years. 


Steel-Strong | 


New York 
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Guaranteed 
Safety 


and 6% 


E MPIRE BONDS 
combine a degree of 
safety and liberal 
yield unmatched in 
mortgage loans: 


— Guaranteed by one or 
more strong surety 
companies. 

— Legal for trust funds. 

— Independently trus- 
teed by a large bank 
or trust company. 

— Secured by a closed 
first mortgage on in- 
come-earning real 
estateinleading Amer- 
ican cities. 

— Yield 6%. 

Make this strict standard 

of safety and income your 

own standard for profit- 
able investments. 


Empire Bond & Mortgage Corporation 
National City Building 


42nd Street at Madison Avenue, New York 


OHIO. 


Automatic Coin Wrapper 
One wrapper will wrap 
Pennies uarters 

Nickels 
Dimes 
Give them to your depositors 
In stock at all 
Bank Stationers 


The C.L.DOWNEY CO. 
941-943 CLARK ST 


CINCINNATI, 
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WHAT DO YOU THINK! 


«ts Being a more or less personal talk between the Epitor and the READER i 


ERE is a really important bit of 
information modestly printed as 
the last of the resolutions adopted 
by the Missouri Bankers Associa- 

tion: 

“We record the turn of the tide in agricul- 
ture. There are farmers, of course, still so 
weighed down by mortgages arising from the 
purchase of land at boom prices that they 
can contribute little to the economic life of 
their communities, but there are more and 
more farmers who are diversifying their pro- 
duction and taking advantage of the informa- 
tion to be had at the State Agricultural College 
and from the Committee on Agriculture, of 
this Association. These farmers are making 
profits, and they are showing that Missouri 
agriculture rests on a sound basis.” 


They got information; they diversified 
and the tide begins to turn! And we sus- 
pect that more farmers would get informa- 
tion from the agricultural colleges and there 
would be more turning of the tide if their 
political friends would be still long enough 
to let them collect their senses. False 
prophets cry, “This Way!” to farming and 
too many farmers turn their backs on the 
cashable wealth of information the agricul- 
tural colleges offer, and follow in spirit the 
false prophets. Through the medium of the 
Agricultural Commission of the American 
Bankers Association, every banker can if he 
will extend help to the farmers in his dis- 
trict, and thereby add to the prosperity of 
the district and the bank. 


What do you think? 


He Would Remember the Bill 


HIS magazine has raised no objection 

to the pictures now appearing on our 
paper money, nor does it propose any sub- 
stitutes, but in our May issue a contributor 
discussed the studies carried on at Washing- 
ton to improve the designs of the bills. 
The statements made in the following item 


from the State Capital, of Topeka, Kansas, 
as to objections and recommendations are, 
therefore, inaccurate but we believe that the 
editor’s observation relative to his memory 
is entirely accurate: 


WE’LL TAKE A CHANCE 


The American Bankers Association Journal 
objects to pictures of Indians, buffalos, fron- 
tiersmen and other impersonal subjects on 
paper money, because they are not remembered 
so well as portraits of individuals. It pro- 
poses that the picture of Washington be used 
on the one dollar bill, Lincoln for the five, 
Jefferson for the ten, Grant for the twenty, 
Cleveland for the fifty, Roosevelt for the hun- 
dred, and Wilson for the thousand. The asso- 
ciation may be right, but if we had a thousand 
dollar bill in our pocket, we wouldn't forget 
it even if it bore the impersonal portrait of a 
polecat. 


What do you think? 


Would Retire the Twos 


VERY little while someone writes us, ask- 
ing in substance: “Why the Two-dollar 
No one wants them and we do 


bill? 


not like them. Why does the government 
keep on printing them?” 

At Washington the answer is that the 
Treasury Department keeps on furnishing 
$2 bills because the public wants them. Last 


year it issued $75,000,000 in twos. 


A more satisfactory answer would be that 
some parts of the public has special uses 
for these bills but the West is not of that 
part. 

C. D. Mosher, cashier of Wolf Brothers 
State Bank, Centreville, Michigan, thinks 
that on account of the proposed change 
in the size of Treasury notes this is an 
opportune time to get rid of this denomina- 
tion. 

“We are wondering,” he asks, “if the $2 
bill is meeting with general favor in the 
East?” 

“Out here in the West, our people do not 
like this denomination because of confusion. 
We think of a bill as being a one, five, 
ten, twenty or fifty. We are not thinking 
of a $2 bill and therefore frequently cause 
errors. 

“At the counter our customers refuse them 
so frequently that we have discontinued the 
practice of attempting to pay them out. 
When they are deposited, we put them in 
reserve with the much-worn and mutilated 
bills, sending them in for credit from time 
to time at our city reserve bank. 

“Have talked with many of our Western 
bankers and their experience is the same 
as ours.” 

There is outstanding $64,124,064 in $2 
bills of which there are five kinds—United 
States Notes, Treasury Notes of 1890, Fed- 
eral Reserve Bank Notes, National Bank 
Notes and Silver Certificates, though only 
United States Notes and Silver Certificates 
are still being printed. All of the others, 
and they total a million and a quarter dol- 
lars, have been outstanding for a long time. 
Many of them, of course, have been lost 
and never will be returned. As rapidly as 
they go into the Treasury, and that is not 
rapidly at all, they are destroyed and not 
reissued. 

In the East, we have observed a reluc- 
tance among certain classes of people to ac- 
cept this bill. Among small gamblers there 
is a tradition that it is “unlucky” but as all 
bills used in gambling sooner or later meet 
a fate entitling them to the same designa- 
tion, this superstition takes rank with the 
rabbitt’s foot, the new moon and _ other 
carry-overs from the days when it was no 


reflection on otherwise intelligent people to 


harbor their little superstitions. 
But, after all, this poor bill is not alone 
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in its unpopularity. Everyone likes 
everyone wants gold, and, notwithsta 
that, everyone is not comfortable ca 
gold as pocket or purse money. There 

to be a fear that the eagle or the de 
eagle will be slipped away for somethin 
far less than its real value, and in the fag 
and manner of the cashier who accepts 
outside of the bank, there often is to § 
detected a slight cautionary pause and gen 
erally an appraising glance at the stran 
who offers the gold as if the gold coin 
something to be wary of. 


What do you think? 


The only trouble with the service ch 
one banker observes is that it does not 
off enough of the undesirable accounts, 


What do you think? 


Superimposed Indorsements 


BANKER in Nevada writes: 

“Won’t one of your staff write son 
thing about check indorsements as ne 
placed on checks by machinery, the mai 
trouble being that several indorsements 
superimposed on others so that they 
illegible? 

“The great trouble it appears to us 
this matter is that most banks place theif 
indorsements in the center of the check 
we are wondering if you could make a sug 
gestion in regard to the matter if it would 
be possible to have the large banks particu 
larly, set their machinery so that the im 
dorsements would be scattered over the ched 
rather than all printed together in o 
space. This is a suggestion that we know 
would be of benefit to all banks, judging) 


from the experience we have on the com) 


paratively small amount of business we han 
dle.” 4 

The banker in Nevada has stated the cas 
so well that we can stop with the presenta: 
tion of his letter. ; 


What do you think? 


Bank Routine—and Beyond,” aff 
inspirational article in the June issue, 
made a strong appeal to many readers, and 
a number of bankers, desiring to have evety 
one of their employees get the benefit of 
the article, have requested reprints in quan* 
tity. In meeting this demand we have an 
ticipated future requests and struck off 
quantity so that any bank may, upon 
quest, have, without cost, a sufficient quan* 
tity to give a copy to every name on it§ 
payroll. 
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